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Guesswork’s gone, “‘yes-work”’ is here! For with Don’t miss out on the advantages of Sentinel 
B&O’s Sentinel Service, a manufacturer knows Service! Even if your plant is not actually on 
when a carload will arrive at his siding, and when B&O lines, you can benefit. Sentinel Service is 
to give the go-ahead for unloading and process- automatically applied to cars from the time they 
ing. Siding-to-siding dependability, wanted so are received on the B&O. Ask our man! 


long, is here at last! 


And if it should happen that a Sentinel car 
needs repairs enroute, the Automatic Records 
feature of B&O’s Sentinel Service goes right into 
action. Both consignee and consignor are advised oi 


at once—then notified of reforwardings—and — 


can plan accordingly. tast st woes 
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BALTIMORE & OHIO RAILROAD 


Constantly doing things — better ! 

















How Douglas is helping to 
GROWING CRISIS 


Military strategists fully recognize the vital role that air 


transport will play in future operations. 
They realize that tomorrow’s transports must be larger, 
faster, more versatile. 
This is why the Air Force has ordered a fleet of new- 
type cargo planes—the Douglas C-124A. 
@ Towering 48 feet above the ground, this giant trans- 
port will fly loads up to 50,000 Ibs. a distance of 


1,200 miles and return to base without refueling. 


WOMAN'S COLLEGE 


meet the 
IN AIR TRANSPORT 


®@ Reversible-pitch propellers and wing-length brake 
flaps will enable the C-124A to take off and land 
from medium-size air fields. 


@ Unique clamshell loading doors and self-contained 
ramp make it the only transport where heavy field 
equipment can drive directly on or off the plane. 


Designed to support and supply global operations, the 
C-124A earries on the quarter-century Douglas tradition of 
building dependable aircraft—always ready—whatever the 
job, wherever the mission. 


LONG BEACH PLANT OF DOUGLAS AIRCRAFT COMPANY, INC, 


SERVING MANKIND AROUND THE WORLD 

















50,000 Ib. payload: 8-inch Mi gun on 50,000 Ib. payload: 4 helicopters, 50,000 Ib. payload: 2 fully loaded 
M2 wagon, 3 men, misc. equipment. 30 men, misc. equipment. 21/2 ton trucks, 6 men, misc. equipment. 


LIBRARY 


gly 








SENATOR GEORGE'S TAX-CUT PLAN— 





News within the News _—__ 


Income and excise taxes must come down, 


says the No. 1 tax authority in Congress, Walter George. He also intends to re- 
write tax laws in 1950 so things will be simpler for businessmen. His ideas are 


given in an interview with editors of U.S. News & World Repott................P. 


STRATEGY FOR NEXT WAR............ P.11 
U.S. plan for beating Russia, if war 
comes, now can be told in the words of 
.this country’s top military planners. Step 
by step, the plan is laid out in new testi- 
mony before Congress. Idea of a reinva- 
sion of Europe is discarded. So is the idea 
of a 30-day air war. This article shows 
what U. S. strategy is to be. 


CHINESE GOT RICH ON AID.......... P15 
Graft, corruption, and speculation by 
“insiders” in Nationalist China gobbled 
up a large share of the $4,530,000,000 in 
U.S. tax dollars sent to aid China since 
Pearl Harbor. How highly placed persons 
diverted aid funds to make millions for 
themselves is explained here in detail for 
the first time. 


OFFICIAL MORALS LOW?.............. P.18 
Deep freezers, as gifts to Washington 
officials, are only a symptom of the grow- 
ing importance of having an “in” with 
the Federal Government. Knowing the 
right people at the right time can mean 
millions in a federal contract or a big 
loan. This is the behind-the-scenes story 
of the role of influence in Washington. 


LUMBER STARTS COMEBACK.......... P. 21 
Lumbermen, among the first to see a 
sharp break in their prices, feel they are 
to escape a severe slump after all. After 
a price break, demand is picking up. 
This article tells what’s happening to the 
industry in the Northwest. 


PEESNIN SOF BUYERS. «|.<,.30sco0ccsevesess P. 22 
Average families in U. S. still have plenty 
of money to spend—but they're waiting 
until prices are right. That’s borne out by 
a U.S. News & World Report survey 


32 


from coast to coast. Buying patterns are 


changing, with people shopping around 
more, There’s more caution, but the 
market’s still there. 


GERMAN POWER, PROBLEMG........ P. 24 
Once again Germany starts with a clean 
slate. No debts. No army. Smaller land 
area. But its population is larger than 
that of France. And its industrial heart, 
the Ruhr, is ready to produce at top 
speed. It may not be long before Ger- 
many resumes her place as a world power. 


VERDICT ON BRITAIN‘S PRESS......P. 26 
Reported evils of the press are getting an 
official airing in Britain. Charges of bias, 
of monopoly, of undue influence by ad- 
vertisers have been under study for two 
years. The findings: Newspapers are not 
too good, not too bad; nationalization 
would be a mistake; reforms can be made 
from within. 
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Very real progress has been made in protecting 
the health of America’s school-age children. 


The present mortality rate for children, who are 
5 to 14 years of age, is only about one fourth of 
what it was in 1900. For example, since that date, 
the death rate for measles, scarlet fever, whooping 
cough, and diphtheria combined has been reduced 
about 95 per cent. 


While these achievements are noteworthy, there 
is still much to be done in improving child health. 
As an illustration, some authorities have found that 
about one child in every 25 of those they have 
examined has poor hearing, one in every 8 has a 





READY FOR 





SCHOOL? 


defect in vision, while 8 out of every 10 have some 
tooth decay. 


Such impairments often handicap a child at 
school, and may lead to lower marks and unhappi- 
ness. As physical defects may go ynnoticed by par- 
ents, it is wise for children to have thorough medical 
and dental examinations before school starts. 


These examinations may help reveal conditions 
requiring corrective treatment, and may also pro- 
vide information as to the child’s general level of 
health. As a result, the doctor may make various 
suggestions to help the child to keep in the best pos- 
sible physical condition throughout. the school year. 

















Children need a nourishing 
diet with plenty of ‘‘build- 
ing foods”’ suchas milk, fruit, 
vegetables, meat, and eggs, 
for growth and for strong 
bones. 


‘ail 


Sufficient sleep is particu- 
larly important. Most chil- 
dren, between the ages of 5 
and 12 years, should have 
about 12 hours sleep every 
night. 
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Parents can do much to help make 
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Regular exercise, out of 
doors if possible, helps 
develop muscles, improves 
posture, and stimulates the 
functioning of all parts of 
the body. 
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As either underweight or 
overweight may affect good 
health, it’s wise to try to 
keep a child’s weight about 
normal for his age and build. 


the school year healthier and happier 
for their children by understanding 
the physical condition of each of them, 
and encouraging a daily routine of 
health habits in accordance with the 
doctor’s suggestions. 

Other information about the 
health of children may be found in 
Metropolitan’s booklet, 99K, entitled 
“Common Childhood Diseases.” 


Metropolitan Life 
Insurance Company 
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To Employers: 


Your employees will benefit from 
understanding these important 
facts about child health. Metro- 
politan will gladly send you en- 
larged copies of this advertise- 
ment—suitable for use on your 


Write today for a free copy. 
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bulletin boards. 








AJ. GEN. HARRY H. VAUGHAN, the Pres- 
M ident’s military aide, was the most 
conspicuously quiet official in Washing- 
ton last week. He issued one terse state- 
ment explaining why a friend gave him 
and other officials deep freezers, but that 
didn’t answer a host of questions that 
were on the tips of senatorial tongues. If 
the General himself seemed to have little 
to say at this juncture, others were saying 
plenty for him and about him. 

The name of the President’s friend and 
aide came up in almost all Wash- 
ington conversations, private and 
public. Every time Senate in- 
vestigators opened a new trail in 
their search to see whether Gov- 
ernment “influence” is being ped- 
dled for a fee, they crossed the 
path of General Vaughan. His 
name bobbed up in testimony 
about a Government favor for a 
race track, about efforts to help 
another general win reappoint- 
ment, about pressure to help a 
molasses company out of a tight 
spot, about gifts of deep freezers 
to high Government people. 

Presiding over the jam-packed 
Senate committee hearing into 
the influence business was mild, 
frock-coated Senator Clyde Hoey 
(Dem.), of North Carolina, a 
man who dresses, walks and 
talks like a movie version of an 
old-school statesman. Senator Hoey did 
his best to keep the hearing calm and 
orderly as a courtroom, but now and then 
some of his colleagues couldn’t refrain 
from putting in a few words for the record. 

At one point Senator Karl Mundt 
(Rep.), of South Dakota, spoke out with 
some blunt talk. He began by picturing 
General Vaughan as a “bungling fumbler” 
and ended up calling him a “finagling 
bargainer.” Senator Mundt predicted to 
reporters that, by the time the Senate got 
through with General Vaughan, President 





SENATOR KARL MUNDT 
. .. blunt words for a general 


The March o 


eg. U.S. Pat. 


Truman would be shopping for a new 
military aide. 

Still another committee member, Sena- 
tor Joseph McCarthy (Rep.), of Wiscon- 
sin, seemed inclined to blame General 
Vaughan for getting other prominent 
Washingtonians—including Mrs. Harry 
Truman—mixed up in the news about the 
deep-freezer gifts. He was quick to in- 
sist, however, that Mrs. Truman had done 
nothing improper in accepting the gift. 
Said Senator McCarthy: 
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PRESIDENT & MRS. TRUMAN 
. through all the hullabaloo—composure 


“She is in an embarrassing position, but 
not through anything she did. I think she 
is one of the finest things about the 
White House. I think that was one time 
Harry showed good judgment—when he 
picked Bess.” 


F THE HULLABALOO upset the President, 

he gave no sign of it. Reporters who 
filed into his office at week’s end to ask 
about the fascinating career of General 
Vaughan were stopped before they could 
get started. The President spoke first. He 
said he wouldn't answer any questions 
about his military aide now, and asked 
everybody to suspend judgment until the 
General had his own say. 

At the time, there were many signs that 
General Vaughan would go before the 
Senators before many more days to tell 
his own version of the many stories going 
the rounds. Everybody in Washington 
was inclined to agree with Mr. Truman 
when he remarked that the occasion 
would be a “field day.” 


000,000 and six weeks behind in its 
work on Government appropriations. The 
House blamed the Senate and the Senate 
blamed the House, but the bills them- 
selves remained unapproved. So quietly 
that it developed almost unnoticed, the 


ecm LAST WEEK still was $20,000,- 
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huge business of Government began ty 
run down for want of cash while the 
money bills were hung up in Congres, 
The Marshall Plan administrators, tech. 9 
nically “broke,” got ready to hold up pay. 9 
ments to countries overseas. Veterans 
pensions were coming due and couldn} 
legally be paid. The armed forces turned 
to an old emergency law giving them the 
right to contract for food before they had 
the money to pay. These were only a few 7 
of the financial problems that were break. 
ing out all over Washington, 
‘ Finally, at midweek, Congres 
passed a resolution to give the 7 
Government operating funds that 7 
would last through September # 
15. The wheels of the bureay 7 
started up again. But the fina 
congressional decision on what 
to do with bills that represent 
half the money in the nationa 
budget still seemed almost a} 
far away as adjournment day 
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OOD NEWS AND BAD Came to} 
President Truman last 
week, as it does most weeks. 

The bad tidings, as usual® 
came from Congress. There, the 3 
Senate, with a vote of 60 to 32.9 
killed Mr. Truman’s plan to® 
create a Department of Welfare 
with a rank equal to other de/] 
partments of Cabinet status. The 
plan was one of the chief projects in Mr 
Truman’s program to reorganize thef 
Government. 

Good tidings came from these tw 
sources: Emil Schram, president of the 
New York Stock. Exchange, made a per 
sonal report to the White House and said 
among other things, that the nation’ 
business “is picking up.” Same day, Secre- 
tary of Labor Maurice Tobin called o 
the President with a forecast that 1,000, 
000 more jobs in industry would open uy 
by the end of this year. 





—Acme photos 
SENATOR JOSEPH McCARTHY 
... kind words for a wife 
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Fire chief and kids prevent fire loss! Fire 
prevention is the off-hours hobby of power company 
supervisor Charlie Dell. Twice elected Volunteer Fire 
Chief in his town, he has organized youngsters into 
a Junior Fire Department to take the story of fire 
prevention and safety into every home—greatly reduc- 
ing the number of fires, and helping to win the town 
the highest rating for fire prevention! 





Made new jobs. new ineome for his state. 
Ralph E. Gale (left), electric company official, talks 
with processors Claude Detweiler and Albert Carlsen 
about starch made from potatoes that used to be 
wasted after Idaho’s harvest. He enlisted his company 
and the National Farm Chemurgic Council in research, 
and helped farmers start a potato starch industry to 
use the potatoes. Today, 11,000 tons of starch yearly 
mean new cash and more jobs for Idaho. 





Saved life by artificial respiration in a ear! 
Carl Royal, Eugene Mecklem and William Welton were 


working with their electric company tree-trimming 
crew nearby when little Jackie Owens (on ladder) 
was hit by a car. While rushing him to a hospital, 
they found his breathing had stopped. Job-trained in 
first aid, they applied artificial respiration in the car 
for 8 miles and saved Jackie’s life. 











Help high school boys succeed in “business.” Jim Murphy (2nd from 
left) and Dave Williams (2nd from right), power company men and volunteer 
advisers to a Junior Achievement group of high school boys, consult with 
officers of the group on raising production to fill a rush of orders for its prod- 
uct—plastic vases. Like other J. A. groups, these boys get practical experience 
by running a miniature business one day a week, with guidance from their 
businessmen advisers, 


Good news starts 
with good people 


Most everyone would like to be the kind of good neighbor who 
makes his community a better place to live in. Some people. like 
the power company men in these four true stories, have more 
opportunity than others. 


By their training. and by the fact that their job is a service 
to the public. electric company people are naturally interested 
in community service of many kinds. That’s why you find them 
active so many ways in affairs of community-wide benefit. And 
their companies too— America’s business-managed, tax-paying 
Electric Light and Power Companies*. 


% Company names on request from this magazine 


“MEET CORLISS ARCHER" for delightful comedy. CBS — Sundays —9 P. M., Eastern Time 
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Way up in the Alps, people swear they've 
seen a curious critter that looks like a 
worm and leaps like a wildcat. What's 
more, it’s got a breath that’s poison! 


On this eyewitnesses agree. But then 
they get down to figures. Some say the 
Tatzelwurm can jump six feet. Others, 
at least ten. It’s three feet long. No, only 
two. It’s got four paws. One pair. WHEW! 


Too bad those Alpine climbers were 
caught without Comptometers. Their facts 
are so fuzzy — their figures so confused 
— as matters stand, the world won’t take 
any stock at all in the Tatzelwurm. 


That’s what happens, every time, when 
you try to make a story stick without get- 
ting all the figures straight. Whether 
you re trying to prove a Tatzelwurm or a 
tax report, it pays to be prepared with 
Comptometer .Adding-Calculating Ma- 
chines. They’re fast, flexible, foolproof. 
And, furthermore, it’s easy to convince 
the world your figures must be right if 
they come from — 


Com PTOMETE R. 


REG. U. S. PAT. OFF. 


ADDING-CALCULATING MACHINES 


Made only by Felt & Tarrant Manufacturing Co., 
Chicago, and sold exclusively by its Comptometer 
Division, 1726 N. Paulina St., Chicago 22, Illinois. 
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24th and N Streets, N.W. 


Tomorrow Washington, D. C. 


To date, in the developing story of the influence business: 

Small fry, not big operators, are involved. Favors sought are small. 
Pressures brought are on minor officials, not major officials. 

Big operators, big money, big favors aren't yet out in the open. 

Attitudes are the most important. High officials are shown willing to 
accept gratuities, worth $500, with few if any questions asked. Surprise or 
shock is absent in official reactions to evidence that the White House was used 
as a base to restrain law enforcement, to get favors for people. 

What people may get to wondering is whether experiences of the smaller fry 
are symptoms of what may be experiences of the really big fry. Operations of 
Government are so big that big operators may appear in role of statesmen. 














Mr. Truman can be hurt politically if the idea gets around that shady deal- 
ing isn't severely frowned upon. Maj. Gen. Harry Vaughan's official life probably 
will be short. A deep freezer may affect the political future of Fred Vinson, 
Chief Justice, mentioned as heir apparent to Mr. Truman. 

There are political hazards, even in small incidents, where they indicate 
that all may not be open and above board in enforcing laws or spending money. 








It is Britain that's to provide the next jolt. Britain is heading for a 
crisis fast. She's got to do Some quick thinking and maybe acting. 

Here's what U.S. officials will recommend, if asked: 

Cut the pound's value, in relation to the dollar, at least 20 per cent. 
Couple devaluation with general currency adjustment in Europe. 

Reduce and then refinance on a long-term basis the big British debt to 
India, Egypt, Argentina, other countries. It's too much of a strain to try to pay 
off this debt while in trouble trying to make both ends meet currently. 

Cut production costs. Stop trying to support inefficient agriculture. Get 
food at lower cost abroad. Shift some labor and materials from housing to pro- 
duction of goods for export. Reduce costs of Government. 

Adapt British products and sales methods to American and Canadian dollar 
markets. Put less emphasis on trying to make what amounts to barter deals. 

Idea is that Britain needs to figure ways to tie more closely to North 
America, needs to try less hard to go it alone in a trading area of her own. 
Pressure of events, piling up fast, may force Britain to take drastic steps. 
There is little at this time that U.S. can do to help directly more than she now 
is helping. Next moves are up to Britain herself. 











At home, business is jogging along, apparently on or near bottom. 

Output of goods is tending to rise a little. Employment seems to be fairly 
well stabilized. Personal incomes are holding at a high level. 

Retail trade, however, isn't anything to brag about at the moment. It's 
partly the heat, partly a reflection of lower prices. Physical sales volume is 
not down as much as the dollar figures suggest. But it is off. 

Test comes in the autumn months, with odds on the side of improvement. Peo- 
ple still have lots of money. Demands remain high. Businessmen, who have been 
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most pessimistic, are changing their ideas somewhat. Farmers are not in a 
spending mood, but farm incomes are to be protected by Government. 

Odds are on a slow, halting pickup ’in late 1949, definite improvement in 
spring, 1950, then a summer slump that will provide another test of direction. 





At home, there's a changed official attitude toward business, a sort of 
“new era," probably temporary, but still one that is noticeable. 

Tax changes, to help business, no longer are batted down when suggested. 
Taxes are going to be revised in 1950 and the White House won't object. There 
may not be large tax cuts, but there will be policy changes. 

Wall Street no longer is kicked around just for fun. A man from Wall 
Street now can visit the White House through the front door, not just the back. 

Private investment is being accepted as necessary to full employment and to 
a high level of business activity. Officials talk openly of need to revive 
equity markets, of need for incentives to a flow of private capital. 

It's something new and significant, at least temporarily. 











Big, prolonged strikes appear improbable for this year. 

Coal strike, if one comes, will bump into Taft-Hartley injunction. 

Steel will, too, if there's a big strike. Strike, if enjoined, could be 
delayed till near Christmas, which is a bad strike time. 

Steel fact finders are expected to recommend a small wage rise, not to rec- 
ommend that a pension system be imposed by Government pressure. Pay rise in the 
5-to-l10-cent range is likely to be negotiated in the end. 

Auto settlements will wait on what happens in steel. 

Chances are that the country will not have its calm badly upset by a wave 
of emergency-type strikes. Then, if settlements are reached without strike in 
late 1949, they'll carry through 1950, assuring a quiet time in that year. 











Living costs soon are to start slowly downward again. 

Food is to be cheaper in the autumn and winter. Pork will come down. Beef 
is going to be a little cheaper before winter. Dairy products may ease. 

Clothing is to be priced lower. Men's suits for autumn are off about 10 
per cent. Shoes are to be a little lower priced. Price trend in most things is 
to continue downward, slowly, moderately, not rapidly and sharply. 

Actually, summer sales have offered prices that very often were lower than 
the prices to be available from now on. The nonsale prices, even though lower 
than those of last spring, may seem higher compared with sale prices. 











Old houses still are showing price softness. New-house prices are lower 
than they were but still high. Costs of building is tending to stabilize, off 
10 to 15 per cent from the high, but still far above the past. 

New-car prices may be shaded a little before the year is over, but not a 
great deal. Utility models are to cater to the demand just below the present 
level of prices. Used-car sales have held up better than expected. 

Rent controls won't be abandoned soon in most places. Rent-rise trend 
isn't as strong as it was, though. New apartments are beginning to come on the 
market in something of a flood. Another year may see rents easing, not rising. 




















Arms for Europe will start to flow this year, will rise in volume next. 
Marshall Plan aid will go ahead without much cut. Aid plans, however, in 1950 
are probably to be much harder to sell than in 1949. 

Spending is to hold high, to break records. Farm prices on basic crops are 
to be supported in 1950 at 90 per cent of "parity." Farm income, as a result, 
won't fall far. Old-age insurance will have its benefits raised next year, not 
this. Aid to education remains stranded. Minimum wage is to be put up, maybe 
to 75 cents, but on a narrower base. 

Congress even in slow motion, is to accomplish quite'a bit this year. 
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FOR YOU— 


TOWER PNEUMATIC HOSE 


For standard working pressures 
—in sizes from 3/8” to 1-1/2” 
inside diameter. 


“iid Aaa aan ee, ad > as 


Se Lats 


Mr. Richard Alcott, Vice Pres. and Gen. Mgr. 
The Riechman-Croshy Co. 
223 South Front St. Memphis, Tenn. 


Eliminate Guesswork 
with TOWER HOSE for 
your pneumatic tools 


“You can quickly recognize the high 
quality of Tower Pneumatic Hose,” says Mr. 
Alcott, pictured above. Republic's strong braid- 
ed cord plies, impregnated and imbedded in 
resilient rubber, provide a strong wall to with- 
stand high pressures. As the hose is dragged 
from place to place a tough, resilient brown 
cover resists cutting, abrasion, and wear. The 
tube, specially designed, resists damages of 
heated oil from compressors. You will find 
Tower Pneumatic Hose on pneumatic tools in 
factories, foundries, railroads, shipyards, mines, 
quarries and on structural work throughout the 
world. 

If you want long service Tower Hose, look in 
the classified section of your telephone directory 
for the Republic distributor’s name, write or 


mail the coupon. 


MECHANICAL RUBBER GOODS BY 


Ya2U {R(t it1:1:]4:3m | WHO REPRESENTS REPUBLIC IN MY AREA? 
DIVISION ap somes & TIRE CORPORATION 











LEE RUBBER & TIRE CORPORATION - YOUNGSTOWN, OHIO 
Lee Deluxe Tires & Tubes . . Conshohocken, Pa. 


REPUBLIC RUBBER DIVISION 
City. 
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TEXACO IS PREFERRED 
BY MAJOR INDUSTRIES 
e 
For example: more copper mining 
equipment in the United States is 
lubricated with Texaco than with 

any other brand. 


The toughest jobs call for Texaco! 


Texaco Wholesale Distributing 
Plants in all 48 States... 
The Texas Company vis a aes 
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ONE PURCHASE AGREEMENT 


plus OLL with an 


kngineering Degree! 


One PurcHase AGREEMENT has brought these benefits to mul- 
tiple plant management all over the U. S. It can do the same for 
your plants. : 


More than 2300 Texaco, Wholesale Distributing Plants pro- 
vide immediate, convenient sources of supply for lubricants. 
These quality lubricants carry an engineering degree — in that 
they are prescribed by Texaco Lubrication Engineers, available 
through the Texaco plants, who apply to your problems the 
combined experience of Texaco in all fields of industry. 


With these specific recommendations all your plants are 
assured the right lubricants, in the right places, at the right 
time, in the right quantities. You benefit by greater output and 
lower unit costs. 


Call or write your nearest Texaco plant or The Texas Company, 
135 East 42nd Street, New York 17, N. Y. 
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U.S. war plan for fighting Rus- 
sia is blueprinted. Three-phase 
campaign, set down by military 
leaders, goes this way: 

Phase 1: Surprise atom-bomb 
air raids over Russia. Phase 2: 
Holding operation with Euro- 
pean troops. Phase 3: Combined 
offensive across Europe, spear- 
headed by U. S. commanders. 

Actual invasion of Europe 
comes only as a last resort. 


How the U.S. is planning to fight 
the next war now can be told, in es- 
sential detail, from public testimony 
before Congress by the nation’s top 
military planners. 

Step by step, the plan for beating Rus- 
sia, if war comes, is outlined in new state- 
ments by Gen. Omar Bradley, Chairman 
of the Joint Chiefs of Staff; by Gen. Hoyt 
Vandenberg, Air Force Chief of Staff; by 
Stuart Symington, Secretary of the Air 
Force, and by Louis Johnson, Secretary 
of Defense. This strategy is disclosed in 
current hearings by committees of Con- 
gress and in recent public statements. 
No secret information is involved. But, 
pieced together, the new plan for fight- 
ing the next war becomes unmistakably 
clear. 

War plans of U.S. now are directed 
solely against one nation. General Van- 
denberg testifies: “There is on'y one mili- 
tary threat to the security of the United 
States and to the peace of the world. It is 
pointless to talk in riddles: This threat 
comes from the Soviet union.” 

War, if it comes, is to start where the 
last one stopped, with an atom-bomb at- 
tack on enemy cities. The idea of again 
building up a big invasion force after 
Europe is overrun, and then reinvading 
the Continent, is being discarded. So is 
the idea of a 30-day blitz war, Instead, 
plans are for a three-stage, air-ground 
offensive, 

Just how that war is to be fought, in 
broad outline, is shown in what follows. 
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First phase: atom bombing. “At 
the instant of aggression,” General Brad- 
ley testifies “the United States must fling 
the full force of its strategic air offensive 
against the enemy’s heartland.” First 
priority, he reveals, is to the delivery of 
atom bombs on enemy targets, How that 
is to be done is explained by General 
Vandenberg: 

Targets. “We have spent, and are 
continuing to spend, great effort in de- 
tailed scientific appraisals of such [atom- 
bomb] targets. . . . They are processed 
by an interservice target group composed 
of military and civilian experts in this 
field. The intelligence produced is sub- 
mitted to the Joint Chiefs of Staff for the 
action which leads to the actual selection 
of the targets.” 

These targets include Soviet headquar- 
ters in Moscow, Russian war industry to 
the south and behind the Urals, bomber 
bases and big military installations. They 
are to be reached by B-36 bombers if war 
comes in the next few years, by new B-52 
jet bombers if war comes after that time. 
Plan, according to General Vandenberg, 
is to fly all such atom bombers from U. S. 
bases to any part of Russia, then return 





FRENCH TROOPS 
. «fo maintain a foothold 





HOW U.S. WILL FIGHT NEXT WAR: 
‘AIR ATTACK ONLY A BEGINNING 


Holding Action, Ground Push Would Follow 


to available bases in Europe, the Near 
East or North Africa, as indicated in the 
map on pages 12 and 13. 

Technique. Destruction of Russian 
war industry or military forces by atom- 
bomb raids is to be done at night from 
altitudes above 40,000 feet, so that U. S. 
bombers will be relatively safe from in- 
terception. Accuracy is expected to be 
about the same as in World War II bomb- 
ing; plane losses, proportionately, less. 

Results. Effectiveness of this air of- 
fensive is uncertain, Secretary Symington 
insists: “We can hope, though no one can 
promise, that, if war comes, the impact of 
our bombing offensive with atomic weap- 
ons can bring it about that no surface 
forces ever have to become engaged .. . 
If this hope is illusionary, at least it is true 
that the A-bomb offensive will result in 
much fewer casualties when surface 
forces are engaged.” 

But, according to General Bradley: 
“However savage this attack might be, it 
is dangerous for us to count on a decisive 
knockout in the first round. For the con- 
centration of this initial air offensive must 
diminish as we dig deeper into the stock- 
pile of our atomic bombs.” 

Second phase: holding action. 
After this initial bombing attack, ground 
forces in Europe are to get the big em- 
phasis. General Bradley puts it this way: 
“In the second stage of war . . . while the 
enemy is flooding his neighboring states 
with troops and thundering against 
ground defenses, we must commit our- 
selves unreservedly to the preservation of 
a springboard for an eventual climactic 
ground attack.” 

French land forces, he states, are to be 
built up as the nucleus of a strong defen- 
sive blockade against the, expected Rus- 
sian land attack. The plan is to increase 
those French forces, with U.S. equip- 
ment, from about seven divisions now to 
about 40 divisions as the basis for a 
defense on the continent of Europe. The 
opening $1,450,000,000 arms-aid pro- 
gram is largely toward that purpose, ac- 
cording to General Bradley. 

Strategy of this second phase is out- 
lined by Defense Secretary Louis Johnson 
in these words: “We in the National Mili- 

(Continued on page 14) 
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If War Comes Again. 





New U.S. Strategy Is: 


| B-36 auxiliary missions 


l Si 5S from Okinawa to industrial 
ge Key f __| area behind Urals: 3,500 
Re f miles. Return to Dhahran, 

f Saudi Arabia: 2,000 miles. 


Blast Russia with atom- fos : VU Sy 
bomb air raids to wreck TSS \. 


war industry, transport, 








» 


headquarters, supplies . 


and troop concentrations. ‘ 


- Pacific Ocean 


Blockade the advance of 
Soviet ground forces in 
Europe with a_ rebuilt 


French Army consisting of > ee de 
B-36 atom-bomb missions 
from Fairbanks, Alaska, to 
industrial area behind Ural 


— - | Mountains: 3,600 miles. 
A a : | Return to base in Italy: 
) 2,000 miles. 
as” “et 


Strike with ground forces 
of U.S. and Western Eu- 
rope, supported by U.S.- 
British planes, supplied 
by Navy-protected con- 
voys. 





about 40 divisions. 
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Use 5,000 jet interceptor 
planes now available 
against any atom-bomb 
attack launched by forces 
of U.S. 





Bombing missions from 
London against Soviet troop 
concentrations in Eastern 
| Europe. Return to Britain. 











Assault the West by land 
with 180 divisions of 
Soviet troops already on 
hand in Eastern Europe 


Atlantic Ocean 
and Asia. 
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3-36 atom-bomb missions ¥ | B-36 atom-bomb missions 
trom Maine to Moscow: from Maine to industrial 
200 miles. Return to South Russia: 4,500 miles. 000 Soviet combat planes, 
ases in Britain: 1,500 Return to Tripoli base: 350 potential ground divi- 
iles. 1,500 miles. 


Western forces with 18,- 


sions, 250 submarines. 
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B-36s 
“".. at the instant of aggression” 


tary Establishment are resolved that never 
again must the American people be forced 
to undertake another liberation of an oc- 
cupied Europe, nor mount an invasion 
from overseas bases which this would 
necessitate, To maintain the foothold 
which the North Atlantic Treaty envis- 
ages would avoid the necessity for such 
an undertaking... . 

“The forces of Western Europe must 
be able to resist ... They must start now 
to create and equip modern military 
forces capable of defending this strategic 
a? 

Method of setting up this first line of 
defense in Europe is disclosed, too. Secre- 
tary Johnson states: “Unified plans are 
now being developed and refined by the 





SECRETARY SYMINGTON, GENERALS BRADLEY 
‘There is only one military threat. . .' 
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Western Union organization composed of 
England, France and the Benelux nations. 
These are the five nations which . . . will 
have to bear the brunt of the main at- 
tack.” 

Within this setup, French armored 
divisions, partially equipped by U.S., 
are to provide most of the ground de- 
fense, supported by British tactical air 
units, Indications are that the supreme 
commander, in the event of war, will be 
a U.S. general. 

Third phase: combined attack. 
The next stage in U.S. war plans is de- 
scribed by General Bradley thus: 

“Unless the enemy suddenly were to 
collapse from the wounds of those first 
two blows, the United States must then 
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AND VANDENBERG 
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—— 


be prepared in the third round of a wa; 
to strike at the enemy’s forces, wrest from 


him his bases, and destroy the enemy; | 


armies in large-scale ground assaults. 








“Whether they be air-borne or sea. § 


borne, these piercing attacks of mobile | 
mechanized troops provide the only / 


weapon that can find its way to the roots 
of enemy resistance and there crush it or 
subdue it.” 

This combined assault, to be launched 
a year or two after war begins, is to be 
spearheaded by American troops, sup. 
ported by U. S. and British fighter-bomber 
air teams, and supplied largely from U.§, 


by convoys protected by the American F 
and British navies. It, too, is to be under * 


command of a U.S. general. 


Invasion of Russia is planned asa § 


last resort, General Bradley states: “Ul. 
timately a war between nations is reduced 
to one man defending his land while an. 


other tries to invade it, Whatever the § 
devastation in his cities and the disorder ' 
in his existence, man will not be con- | 


quered until you fight him for his life.” 


That, in brief, is the U.S. plan for § 
fighting the next war. It alters the “built. | 
up invasion” plan of World War II by § 
providing an initial assault by U.S.§ 
bombers, a plan for absorbing Russian 9 


attacks with French land forces, and a 


joint invasion of Russia by Western air 7 
ground forces from bases within Europe. § 

What Russia can do, meanwhile, is 7 
shown by figures presented to Congress 
on the known strength of Soviet forces: § 


Against atom bombers, for example, 


the Russians are known to have at least 


5,000 jet interceptor planes, some im- 
proved radar equipment, and the nucleus 
of antiaircraft guided missiles. 

Against holding forces in Western 


Europe, Russia can throw overwhelming§ 


superiority in number of troops, if not in 
equipment. Under arms now are about 
4,000,000 Soviet troops, another 1,000,- 
000 satellite troops. This compares with 
1,500,000 men under arms in all Western 
Union nations now, with a planned ex- 
pansion to about 2,000,000 men. 
Against a combined assault, too, 
Soviet strength is impressive. Russian 
combat aircraft total about 18,000 planes, 
with a large proportion of postwar mod- 
els, Russian submarines number at least 
250, or 10 times as many as the Germans 
had when they nearly cut Allied supply 


lines across the Atlantic. Russian strength § 


could quickly rise to 10,000,000 or more 
men under arms. The job of a Western 
assault, thus, would be one of advancing 
against great numerical odds, 
Nonetheless, the pattern of U. S. strat- 


egy for World War III, if it should§ 


come, now is set along the lines indi- 
cated. Only the details of the number 
and types of weapons, of tactics and size 
of forces to be used remain secret. 
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4NSIDERS’ GOT RICH ON CHINA AID 


Reported from HONG KONG, NEW YORK and WASHINGTON 


Inside story shows how U. S. 
billions, sent to China, ended up 
in the pockets of wealthy Chinese, 
helped to build fortunes. 

U. S. gold, relief money, Lend- 
Lease supplies leaked into private 
hands. Profit taking started dur- 
ing World War Il. 

Most big fortunes, personally 
held, now are out of China. They 
cannot be recaptured by any 
Chinese Government. 


The effort to find out what really 
happened to $4,530,000,000 of the 
American taxpayers money given to 
China since 1941 is leading investiga- 
tors to great personal fortunes amassed 
by a few Chinese. 

Reports of graft and corruption thread 
through the State Department’s White 
Paper on China. But the White Pape: 
gives few details. It says that the U. S. 
Government does not know what became 
of much U. S. aid sent to China and that 
the Chinese Government. if it knows, 
will not tell. 

Story behind the White Paper is that 
a few Chinese highly placed in General- 
issimo Chiang Kai-shek’s Government 
have built up fortunes running into hun- 
dreds of millions of dollars. They are 
fortunes comparable to those made by 
Americans in the period of this country’s 
industrial growth. But Americans, owing 
to U. S. law, no longer can acquire wealth 
in the amounts amassed by top Chinese 
who profited from U. S. aid to China. 

These fortunes now are hidden away 
outside China. Some of the wealth is in 
Switzerland and some in South America. 
Much has come back to the U.S. in se- 
curities and in cash. Chinese owners of 
wealth in the U.S. are paying taxes on 
their incomes, but neither the U. S. Treas- 
ury nor the Chinese Government can get 
at the capital which was sucked out of 
U. S. aid to China into individual pockets. 

Total overseas holdings of wealthy 
Chinese were set at more than $1,500,- 
000,000 by U. S. officials two years ago. 
More wealth left China when the Com- 
munists crossed the Yangtze this year and 
the “insiders” decided that the boom days 
of money-making were over. Estimates of 
private capital now held by Chinese out- 
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side their country run higher than $3,- 
000,000,000. Even the Nationalist Gov- 
ernment does not know, for sure, where 
all the money has gone. But the story of 
how fortunes were made in China and 
smuggled overseas can be told. 
“Squeezing” the U.S. taxpayer 
was easy enough for wealthy Chinese with 
connections, once the Japanese attacked 
Pearl Harbor. Before 1941, U.S. aid to 


anxious to keep China in the war, waived 
the controls. The Chinese were allowed 
to use the monev as they saw fit. Thus 
the “squeeze” began. 

On the receiving end of this aid was a 
one-party Government dominated by 
Chiang Kai-shek and small cliques of his 
relatives and friends. Chief among them 
were the Soongs, the Kungs and the 
Chens. The Soongs included Madame 





CHINA‘S PEOPLE 
Between them and U. S. aid: graft, corruption, ‘‘squeeze”’ 


China was tied carefully to agreements 
on collateral and repayment. After 1941 
and up to last year, the golden flow of 
U.S. aid into China consisted largely of 
gifts, not loans. Chinese who knew how 
to make money were able to work on 
funds provided by American taxpayers. 

First bonanza for Chinese came in 
the form of a $500,000,000 grant which 
was approved by the U. S. Congress early 
in 1942. The U. S. Ambassador to China, 
Clarence E. Gauss, and other U. S. offi- 
cials urged that the Chinese Government 
be required to “inform and consult” with 
the Treasury Department on the use of 
the money. But the top leaders of Nation- 
alist China objected. President Roosevelt, 


Chiang, her three brothers and a sister. 
T. V. Soong reorganized the country’s 
finances and served for a while as Premier. 
T. L. Soong ran the Government's export 
and import office. T. A. Soong directed 
the salt-tax bureau which produced $34,- 
000,000 for the Government in 1947 
alone. A sister, Ai-ling Soong, married 
H. H. Kung, an industrialist and banker 
of great wealth who was China’s Finance 
Minister for 11 years. The Chen brothers, 
Li-fu and Kuo-fu, lifelong friends of the 
Generalissimo, managed the Kuomintang, 
China’s state party. Today all the Soongs 
and the Kungs mentioned are in the U. S. 
The Chens are in Formosa. 

Down the line from the Government 
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and the party leadership was the main 
body of 18,000,000 Chinese, including 
soldiers, who were employed by the Gov- 
ernment. Civil-service salaries are low 
in China; posts similar to those paying 
$8,000 a year in the U.S. give Chinese 
only $960 a year. Many officials count on 
making their jobs pay by taking every ad- 
vantage of their powers and responsibil- 
ities. To these officials, U. S. aid to China 
meant an opportunity for profit. 

U.S. gold worth $220,000,000 at the 
U.S. price of $35 per ounce was sent to 
China under the 1942 agreement. The 
Chinese Government announced that the 
gold would be sold to the public to check 
inflation. On the basis of information 
given to U.S. officials, what happened 
was this: 

When the gold went on sale at a date 
and for a price “secretly” decided upon 
by high officials, the “insiders” and their 
agents were first in line. They carried suit- 
cases full of inflated Chinese currency. 
They bought most of the gold, keeping it 
in the hands of a few while gold prices 
soared. 

How much the “insiders” made out of 
this gold is a matter of guesswork. U. S. 
Treasury officials in China were told that 
about $100,000,000 worth of gold was 
sold “to the public” up to June 30, 1945, 
but they do not know what was sold after 
that date. In any event, the gold buyers 
did not take their gold out of the country 
immediately. Most of them used it as se- 
curity for loans of cash which they used 
to speculate in rice and other foodstuffs, 
thus increasing inflation, defeating the 
very purpose for which the gold was in- 
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U.S. RELIEF SUPPLIES 
Food, radios, even blood plasma went to 


HONG KONG’‘S HARBOR 
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Hundreds of millions of dollars were smuggled out 


tended. Gold prices in China recently 
reached $75 an ounce while Chinese cur- 
rency used to buy the gold vanished in 
runaway inflation. By the time the “in- 
siders” realized their profits and left the 
country, the money they had made based 
on the original gold purchases ran into 
hundreds of millions of U. S. dollars 
U.S. dollars, actual currency totaling 
$200,000,000, were another source of 
private profit. The money was delivered 






es 


racketeers 


to the Chinese Government as a fund for 
the eventual redemption in U. S. dollars 
of savings certificates and 10-year bonds 
issued by the Chinese Government. These 
were to be sold to the public. 

American officials watching these se- 
curities found that they attracted few pur- 
chasers at first, though they sold at one 
fifth the price of U. S. dollars on the free 
market. Apparently Chinese doubted that 
the securities would really be honored in 
U. S. currency when they matured. In ad- 
dition, these securities drew only 4 per 
cent interest while Chinese moneylenders 
got as much as 40 per cent. 

Suddenly, however, the Government 
announced that the savings certificates, 
$100,000,000 worth of them redeemable 
within three years in U.S. dollars, had 
been “oversubscribed.” Informers told 
American officials that “insiders” had 
taken over the issue. As the “insiders” had 
known, these certificates were in fact re- 
deemed in U. S. currency, while the pro- 
vision for U.S. dollar redemption of the 
10-year bonds was revoked in 1946. 

Again, wealthy Chinese with connec- 
tions in the Government had profited. “In- 
siders” who held bonds unloaded them 
before 1946. And, again, most of the 
profits in U. S. dollars remained inside the 
country, working against the Govern- 
ment’s effort to stabilize China’s currency. 

U. S$. Lend-Lease to China started in 
1941, but little of it reached the country 
until after the attack on Pearl Harbor. 
Cost to the U.S. taxpayer of all military 
aid to China, including Lend-Lease, be- 
fore and after V-J Day, was nearly 
$2,000,000,000. Most of the material 
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-Black Star 


Huge fortunes found their way to Western countries 


bought with this money now is in Com- 
munist hands. Some was captured 
by Communists. But American officials 
learned that some was sold to Commu- 
nists by high officers of the Nationalist 
Army. And some of the military aid never 
reached the fighting fronts, but was sold 
on the black markets of Shanghai and 
other cities. 

Automobile and truck parts, radios and 
electrical equipment, blankets and GI 
rations, even blood plasma, which were 
sent from the U. S. to the Chinese Army 
were sold by and to civilians. Wealthy 
Chinese whose connections inside the Na- 
tionalist Government enabled them to 
divert these supplies from military chan- 
nels reaped handsome profits. Some of 
the material was actually purchased by 
Communist agents and smuggled out to 
Communist ports in ships “borrowed” for 
the purpose from the Chinese Navy. 

U.S. relief supplies and economic 
aid to China cost American taxpayers 
more than $2,000,000,000. But much 
went to profiteers. Information reaching 
U.S. officials showed that rice supplied 
by the U.S. for famine relief was resold 
by rich Chinese. American officials on re- 
lief agencies, required to work through 
parallel Chinese agencies, found that “in- 
siders” were padding pay rolls and divert- 
ing supplies. U.S. textile machinery sent 
to factories owned by the Chinese Gov- 
ernment ended up in privately owned 
factories. All along the line minor officials 
worked the “squeeze,” but the biggest 
profits went to swell the fortunes of a 
few top “insiders.” 

Once, in 1947, the Control Committee 


of the Chinese Government’s Treasury 
published a report charging corporations 
dominated by top officials in the Govern- 
ment with obtaining more than their 
quotas of foreign exchange. Army officers 
and civilian officials were denounced for 
speculating with public funds. Premier 
T. V. Soong, held responsible for the 
scandal, resigned. But the sums involved 


_totaled only a few million dollars. Greater 


profits were not mentioned. 


“* 


NATIONALIST TANK CORPS 







Taking out the profits made from 
U. S. aid to China was an operation that 
began about 1946 and still continues. 
Hundreds of millions of dollars in gold 
and foreign currency were smuggled out 
through British Hong Kong and Portu- 
guese Macao. More was carried out by 
Chinese with diplomatic passports carry- 
ing Chinese Government pouches. Huge 
fortunes were assembled in Zurich, 
Buenos Aires, New York, San Francisco 
and other cities out of reach of the Chi- 
nese people whom the U.S. sought to 
help. Most owners of these fortunes have 
fled China too. 

China’s millionaires are prepared to de- 
fend their activities. They deny that they 
did anything illegal under Chinese law. 
Officials who profited see nothing wrong 
in it. An $80-a-month bank examiner 
employed by the Chinese Government 
once personally gave a U.S. diplomat 
a $5,000 check for the U.S. Red Cross, 
explaining that he liked to see part of 
his “squeeze” going to an organization 
that was trying to help China. The wife 
of a Chinese top official once chided an 
American diplomat for sending an ad- 
verse report on her husband’s honesty 
back to Washington. “Of course we 
made money,” she said. “What’s the 
good of being on the inside if you make 
nothing out of it?” 

Billion-dollar lesson learned in 
China is leading U.S. officials charged 
with policing aid to other countries to 
keep a close watch on expenditures. But 
wealthy Chinese, now out of their coun- 
try, are holding on to profits made at the 
expense of the U. S. taxpayer. 
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Much military equipment ended up in Communist hands 
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Washington: Are Official Morals Low? 


Revelations of Pressures in High Places 


There is more than one way to 
do business with the Government. 
Public now is getting a peek at 
some of them. 

Testimony, out in the open, 
hints at business by friendship, 
business by pressure, business by 
gifts, among others. 

Knowing the Washington 
ropes has its advantages at a 
time when Government spends 
$46,000,000,000 a year. 


A few scattered glimpses, showing 
how things sometimes work under the 
surface in Washington, are beginning 
to be had by the public. 

Deep freezers, as gifts, flash by one 
day. A man who peddles influence for a 
fee is on display the next. There are reve- 
lations of “fixers” with White House 
entree. People read of entertainment on a 
lavish scale. 

A businessman with an idea and a little 
money obtained $34,000,000 in loans 
from the Government, with more to come, 
A general was in jail for shenanigans in 
handling Air Force procurement. And 
men who made large campaign contribu- 
tions sometimes were finding that their 
companies had landed large Government 
contracts. 

All of this is a part of the slowly devel- 
oping picture of the peacetime spending 
of money on a vast scale. There is an 
annual flow of $46,000,000,000 of cash 
through Government hands. Loans _ to 
business are to be had by those needing 
money and offering the right argument 
for getting it. Each day, decisions are 
made on the application of tax laws that 
may mean millions to an individual tax- 
payer, or a corporation, A word from the 
right place, or a specification written in 
just the right way, determines, day by 
day, where Government is to spend, or 
lend, or give its money. 

High up in Government, one official is 
referred to as a man with a past associa- 
tion with this financial group; another 
official as the former associate of that 
group. Government now is the biggest 
business in the land, with more money to 
spend, jobs to offer, favors to guard or 
dispense, and an interest in more kinds of 
activities than any other organization. 
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With all its billions to spend, the Na- 
tional Government finds itself a target for 
all kinds of pressures. Men in Govern- 
ment, in responsible places, discover that 
they have to be on guard constantly. 
Members of Congress and some officials 
now trying to look into things express 
the opinion that the public is only be- 
ginning to catch the sketchiest glimpse 
of what is going on. These officials say 
that the signs now emerging are sharp- 
ly illustrative of today’s problems in 
Government, 

Deep freezers valued at 
from $390 to $520 are catch- 
ing the public eye to illustrate 
one problem, There were sev- 
en of them, paid for by a 
Chicago perfume company. 
They went to persons in the 
inner circle of the President’s 
official family—to members of 
the White House staff and to 
Mr. Truman’s intimate advis- 
ers, Fred M. Vinson and John 
W. Snyder—now Chief Justice 
and Secretary of the Treasury, 
respectively. 

Maj. :‘Gen. Harry H. 
Vaughan, the President’s mil- 
itary aide, arranged for the 
gifts and said he saw nothing 
wrong in taking them. He 
said they were given. by two 
old friends. 

Among Washington off- 
cials who are investigating the 
affair, this attitude is giving 
rise to all sorts of questions 
about the present state of 
official morals. They are ask- 
ing about the propriety of an 
official accepting gifts from a business- 
man who wants favors from the Gov- 
ernment. If he takes the gift, will he 
be disposed to return a favor? And, they 
ask, if a man will take a $390 deep 
freezer, will he accept something larger 
if the occasion arises? 

In the background of the freezer inci- 
dent was John Maragon, a close friend of 
General Vaughan, sometimes so close as 
to seem t6 act as the General’s aide. Mr: 
Maragon was working for the perfume 
company. At about the time the freezers 
were given, Mr. Maragon was coming 
back from an eventful trip to Europe. 
He had gone as a representative of the 
perfume company at a time when 
civilians were finding it all but impos- 
sible to get overseas. Mr. Maragon got 


French essential oils abroad for the per- 
fume firm. 

A Senate committee investigating “in- 
fluence” was told that Mr. Maragon tried 
to smuggle some of these essentia! oils 
back into the United States in cham- 
pagne bottles which he said were for the 
White House. But customs men caught 
him. This was about the time the freezer 
gifts were made. The committee now is 
trying to learn if there was any connec- 
tion between the gifts and the permission 
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JOHN MARAGON 
... adventure with customs 


for Mr. Maragon to go to France, or his 
adventure with customs authorities. 

Molasses illustrates another facet of 
the influence problem. A Perth Amboy, 
N.J., firm had violated sugar-rationing 
regulations. Its supply of molasses was 
cut off and prosecution was impending. 
It put its problem in the hands of Mr. 
Maragon, with a payment of $1,318. He 
and General Vaughan went to work on 
the Agriculture Department. 

The General was accused of mixing 
threats and promises in an effort to get 
from half a million to a million gallons of 
molasses for the firm. But the Agricul- 
ture Department official refused to change 
the order, and was backed by the De- 
partment. 

But something came .unstuck at the 
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Department of Justice. When the Agri- 
culture Department tried to prosecute 
the Perth Amboy firm for what its of- 
ficials called a flagrant and willful viola- 
tion, the Department of Justice would 
not go through with the case. A White 
House official had been willing to put 
aside a war regulation in one department; 
the committee is curious as to what hap- 
pened in the other department. 

Race tracks gave a glimpse of the 
White House influence at full tide. Back 
in 1947, when there was a shortage of 
homes for veterans and a scramble for 
lumber, the Tanforan race track in Cali- 
fornia was planning a $75,000 building 
job. The Federal Housing Expediter re- 
fused a permit. 

General Vaughan put the heat on 
Housing Expediter Tighe E. Woods for 
a change in the order. He asked him to 
hurry through a clearance for the con- 
struction and not to be prejudiced be- 
cause it was a race track. The clearance 
was granted. Here, White House influence 
reached in to get scarce materials for a 
race track. 

Research illustrates the devious pres- 
sures that can be brought to bear to in- 
duce Government officials to grant con- 
tracts to favored firms. A Connecticut 
firm wanted a contract to do research for 
the Army. It hired a Washington agent 
to help. At about the same time, Maj. 
Gen. Alden H. Waitt, now under sus- 
pension as chief of the Army Chemical 
Corps, was asking the same agent for 
help in keeping his job. 


In the sequence of events, evidence , 


indicates, General Waitt tried to get the 
contract for the Connecticut firm, al- 
though several other firms had been 
placed ahead of that one by an evalua- 





. .. pressure for a contract 
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tion board. He had been led to believe 
that General Vaughan would help to keep 
him in his place, and that the agent try- 
ing to get the contract for the Connecti- 
cut firm was so close to General Vaughan 
that the contract might help to influence 
the White House in his favor. 

The whole thing fell through and the 
contract was not awarded; but the impli- 
cation of White House influence upon an 
award of an Army contract was pointed 
up by the committee. 

The wish for big money sometimes 
runs away with the men who have in 
their hands the power to sway contracts 
one way or another. Bennett E. Meyers, 
a retired Air Force major general, is in 
jail for subornation of perjury in connec- 
tion with $150,000 of profits he made 
from a company that he ran during the 
war. As an Air Force procurement officer, 





MAJ. GEN. HARRY H. VAUGHAN 
... he saw nothing wrong 


he managed to route contracts to his own 
plant. He tried to cover up his ownership 
by using dummy officers. 
Entertainment plays its own role in 
swinging Government contracts. One 
man got some $40,000,000 of Govern- 
ment contracts during the war. His pub- 
lic-relations man, using nylons, cham- 
pagne and other things, ran up $60,000 
in expenses for entertaining War Produc- 
tion Board officials, Congressmen and 
Army Air Forces brass. Washington big 
shots mingled with Hollywood beauties 
as guests at parties and on plane trips. 
That was the wartime peak for enter- 
tainment, but the business goes steadily 
ahead in Washington, with lobbyists, con- 
tract seekers and others trying to swap 
food, drink and laughter for favors from 
the Government. No one is sure how 
effective it is. But there was a time in 





HOUSING EXPEDITER WOODS 


. .. lumber for a race track 


Washington when some officials would 
not accept a buncheon from anyone who 
might be interested in asking a favor. 

Campaign contributions figure in 
another phase of Washington's changing 
attitude. The buying of one type of plane 
is cut back. A contract is let for another 
kind of plane. It happened that the head 
of the concern getting the new contract 
was a big campaign-fund contributor and 
had close contacts with high Washington 
officials. There was nothing unusual 
about the contract letting. No wrong- 
doing was charged. But in Washington 
it brought the kind of eyebrow lifting 
that is being witnessed quite often. 

One family made large contributions; 
a member of the family later got a judge- 
ship. This was a little out of the ordinary. 
Ambassadorships and diplomatic ap- 
pointments often have followed cam- 
paign contributions. They still do. But 
this has not happened often in the ju- 
diciary, which must decide so many 
things. 

Loans from Government are sought 
in many ways and often are curiously 
pyramided. One man started with an 
idea, a little money ard a small loan from 
the Reconstruction Finance Corp. Subse- 
quent loans boosted thé total to $34,- 
000,000 and the end is not vet in sight. 

Industries often have given jobs to 
RFC men after a Joan had been ex- 
pedited through the agency. Congress 
now is trying to close the door to such 
private jobs for former Government men. 
RFC employes are not alone in this re- 
spect. Men have gone from other Govern- 
ment agencies into private firms they 
dealt with as Government representatives. 

Surplus-property disposal has been 
a prize for which many businessmen 
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have scrambled. In the disposal of the 


CARTOON COM $171,000,000 Dodge plant, the Govern- 





ment had a choice between two business- 
men. One wanted to use the plant to 
build automobiles. The other wanted to 
use it for prefabricated houses. Various 
pressures were used in the battle. The 
automobile man won. Now the plant is 
standing idle. The automobiles never 
have gone into production. 

Alien property seized during the war 
offers other rewards for the businessmen 
who know how to deal with the Govern- 
ment. One of the top targets now is the 
General Aniline and Film Corp., seized 
as German controlled. It soon is to revert 
to private ownership after legal tech- 
nicalities are cleared away. It is a huge 
chemical and photographic firm. A profit- 





































































oN ; wt able business is at stake. Men already 
BOY : eee ‘ 7 
peskee ; tear are maneuvering for position in the 
Morris in Savannah Morning News —Talburt in Scripps-Howard Newspapers negotiations to take over the firm. The 





‘THE PLACE FOR IT’ ‘MAY HURT ME MORE THAN YOU" very fact that such large properties are 
in the hands of Government for disposal 
inspires efforts to use pressure. 

Fleeting glimpses are the best that 
can be caught of the scrambles and devi- 
ous dealing inside the Government. It 
has grown so big no one can keep track 
of it. 

Lindsay C. Warren, the Comptroller 
General, says that a sampling job by his 
agency showed $6,280,000 in improper 

} i 0 payments induced by fraud in settling 
\\\) PROTECT ME FROM 7 ‘%& (Qe IHR = Government contracts. He said he hesi- 

i MY FRIENDS? M tated to guess the full extent of the fraud 

ee ae x and overpayments. Some of the instances 
cited by Mr. Warren were: 

An Army officer told a bidder for a 
contract what other. firms were bidding 
to do the job and later took a position 
with the company. Two Army officers 
got stock from a firm that later got Gov- 
ernment contracts, Many Government em- 
ployes accepted entertainment, lunches, 
dinners, liquor and other things from 
contractors who got contracts or liberal 
settlements. In many cases, Government 
employes got money or jobs or kickbacks 
from companies that were given con- 


























tracts. 
a...” o Fe In England, Government is finding the 
ra PRESIDENTS "ie b ig Ms # same problem. An official in a Govern- 


Mt iL ITARY ment department accepted gifts from a 


businessman who wanted favors. There 
was no evidence that the businessman 
got the favors. But the official resigned. 
a A Bank of England official, whose name 
\ ra came into the same case, resigned also. 
\W The outpouring of billions by the U. S. 
Government is producing such a scramble 
that no one agency can keep up with it. 
The attraction of big money is drawing 
all kinds of people to Washington. With 
the newcomers are many onetime New 
Dealers who are busy as lawyers and 
consultants, ready, for a fee, to tell busi- 
shop in St. Louis Star-Times 


' ‘ ' y ’ ' nessmen how to get what they want in 
copscuneentbactebt aedleas aleiaes AA MAES REE. Pee Ween Washington. For them, business is good. 
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Predicted hard times for lum- 
bermen are turning out to be not 
so bad, after all. Industry, one of 
‘the first to go downhill, shows 
signs of starting back up again. 

Some lines still are in trouble. 
| Plywood is one. Pulp, lath, ex- 
ports are others. But the slump 
in most lumber products is tend- 
ing to check itself. The worst may 
now be over. 
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The lumber industry that was sup- 

posed to run into a severe depression 

® this year, after nine consecutive years 

of prosperity, isn’t doing so badly 
after all. 

» Like many another industry, lumber 
was expected to be in serious trouble dur- 
ing 1949, more serious because its price 
boom had been more spectacular than 
that in almost all other lines. At this time, 
heading into the final months of the year, 
prices and employment are lower than a 
year ago, stocks of lumber are larger than 
they were. 

Yet business has not collapsed, De- 
| mand, at the moment, is picking up. For 
some types of lumber, prices are firmer 
than they were a short time ago. Employ- 
ment, while lower than during 1948, is 
holding up better than most people ex- 
pected. Many lumbermen in the Pacific 
Northwest think the worst of the slump 
may be over. 

Business is spotty, however, has 
not yet recovered to the point where the 
industry can breathe easily. Some im- 
portant lumber products still have not 
had a taste of the general improvement. 

Plywood, for example, is off one quar- 
ter to one third in price. Most buyers 
think prices still have further to fall. Pro- 
duction capacity in Northwest and Calli- 
fornia mills exceeds demand by about one 
third. Users of plywood who used to buy 
by the carload are buying now a few 
sheets at a time. In that way, they keep 
themselves ready to take advantage of 
any future price declines. 

Cedar shingles are hard hit by com- 
petition from asphalt. Now aluminum 
roofing is coming into the picture. 

Lath for plaster walls is losing out to 
other materials, such as gypsum board 
and metal laths. 
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LUMBER STARTS A COMEBACK 


Reported from PORTLAND and SEATTLE 


Pulp demand has suffered recently. 
Some mills have shut down, and several 
have reduced output. 

Exporters of lumber are having trou- 
ble. Washington and Oregon sold only 
half as much lumber abroad in 1948 as 
in 1947, This year, exports are below 
1948 levels. 

Small mills are taking the brunt of the 
industry’s troubles. They are squeezed 
between high costs and reduced selling 
prices. Big competitors are underselling 
them. As a rule, it is the big operator 
who has the virgin timber 
and the greatest yield of top- 
grade lumber. It is the big 
company, too, that usually 
has facilities for kiln-drying 
lumber and for making maxi- 
mum use of its trees. Large 
mills are making salable prod- 
ucts out of 90 per cent of the 
log. About the best a small 
mill can do is two thirds. 

These troubles that persist 
in the lumber industry are ag- 
gravated by high cost of logs, 
labor and freight, by growing 
competition from Canada and 
by a continuing oversupply 
of lumber in many types and 
grades, 

Encouraging signs, nev- 
ertheless, are entering the pic- 
ture for the industry as a 
whole. 

Demand definitely is pick- 
ing up for saw lumber. Many 
dealers, running low on in- 
ventories, are having to stock 
up again, Stocks dropped sharply in June. 
Preliminary reports point to another drop 
in July. That raises the prospect of new 
orders in weeks immediately ahead. 

Sales by the Northwestern lumber in- 
dustry now are expected to be greater in 
the second half of 1949 than in the first 
half. 

Prices are firming again after a decline 
that, in one year, took top-grade Douglas 
fir down from $72 to $50 per 1,000 board 
feet. Few expect prices to hit 1948 peaks 
again soon, but they may pick up moder- 
ately if sales keep gaining. 

Employment failed to go into the late- 
summer slump that had been feared. 
Many persons thought July vacation shut- 
downs would be extended to give the 
industry a chance to work off excess 
stocks of logs and lumber. Actually, ex- 
cept for a few mills, work started up 





again at the same rates as before. In some 
places, work weeks have been lengthened. 

Housing construction, important to the 
lumber industry, is holding high, now 
shows some prospect of increasing. With 
Government getting ready to pour billions 
into public and private housing, some 
authorities forecast new records in home 
building within another year. Without 
these new programs, housing starts so far 
in 1949 are running only 4 per cent be- 
hind the same period of 1948. 

Public construction is in a sharply rising 








OC a 
GOING UP! 


.. . brighter outlook for lumber 


trend, Contract volume for construction 
by Government agencies in 37 States east 
of the Rockies reached $410,000,000 in 
July. That was 23 per cent more than in 
July, 1948. The rise in public building is 
offsetting the decline in private building. 
Downturn in business building could be 
reversed late this year or early in 1950, 
now that economic signs ate brightening. 
All in all, things seem to be looking 
up for an industry that started sliding 
while most others were enjoving record 
prosperity. For many in the industry, the 
correction in lumber during the last year 
has been painful. That correction still 
seems to be going on in some parts of the 
industry. But the slump in most major 
lumber products is being interrupted. The 
industry apparently is getting hold of it- 
self once more. Many dealers think the 
turning point for lumber is in sight. 
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Buyers Plentiful—If Prices Are Right 


Reported from CHICAGO, DETROIT, SAN FRANCISCO and NEW YORK 


Shoppers, with money, hold 
the key to the future of business. 
They have been buying faster 
than goods were produced. 

Customers in stores are doing 
a lot of looking around, though. 
Bargain sales, markdowns attract 
the most buyers. 

Survey, nation-wide, shows 
many families have the cash on 
hand to buy, if convinced prices 
and quality are right. 


Ordinary people with money to 
spend hold the key that may keep the 
level of business activity high. People 
still have money—plenty of it—and 
seem willing to spend it when prices 
are right. They are, however, looking 
more closely at values and know what 
they want in style and quality. 

The attitude of the average buyer now 
is viewed as the key factor in the test 
through which business is going. Busi- 
nessmen, in the last three months, have 
shown less confidence than consumers. 
They cut down inventories, reduced com- 
mitments, bought on a hand-to-mouth 
basis. Their caution is responsible for 
much of the cut in production, the low- 
ered spending for new plant and equip- 
ment. It had been largely a businessmen’s 
recession to date, 

People themselves, during this period, 
went right ahead with their buying. Late- 
ly, however, they have become cautious. 
Retail sales in late summer have taken a 
rather sharp drop. This shift in buyer at- 
titude is attributed variously to unusual 
summer heat, worry over possible strikes 
in Detroit and Pittsburgh, declining in- 
comes of farmers. Sales also have dropped 
in areas where factories reduced work- 
ing forces, 

Surveys made by editors of U.S. News 
& World Report indicate, however, that 
most merchants expect a sales upturn 
when the autumn buying season opens. 
This observation by a large Chicago mer- 
chant is typical: 

“Consumers have been buying goods 
faster than producers produced them be- 
cause they have money to spend. Most 
people would rather have things than 
money. There are not many misers. And 
people for the most part are not afraid of 
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recession or anything else. They are not 
really pulling in their belts.” 

Buying patterns, however, have 
changed—definitely. There is no longer 
a scramble for goods. Shoppers take their 
time, are conscious of price and quality 
and don’t buy more than they need. The 
consumer has become inventory cau- 
tious, too, and is waiting to see what will 
happen to prices. 

Bargain sales draw customers in 
droves. A Chicago department store 
rounded up good quality “T shirts” and 
put them in its bargain basement at 59 
cents, Sales ran quickly to $100,000. 
Men’s summer suits, offered at $16.50, 
“walked out of the store.” A Boston store 
had a run on marked-down mink coats. 
Another Chicago store offered for $300 
a refrigerator formerly marketed for $800, 
and sold all that the manufacturer could 
supply, many for cash. 

A “warehouse sale” of housefurnish- 
ings by a New York store, with price cuts 


advertised up to 80 per cent, attracted 
5,000 customers to an out-of-the-way site. 
Women shoppers snap up items that offer 
good value. A $2 house dress that sold 
last year for $3 or $4 attracts lots of buy- 
ers and, when dress values up to $8.95 
are offered at half price, shoppers pack 
the aisles. Mark-down prices for men’s 
shirts also move stocks rapidly. 

This buyer response to bargains con- 
vinces merchants that the money is there 
and ready to be spent if proper induce- 
ments are made. What worries mer- 
chants, however, is that such bargains 
cannot continue forever. Many of the 
sales have been sacrifices of high-priced 
inventories. Goods to be offered in the 
autumn are to be higher priced and mer- 
chants wonder what buyers will do then. 

Autumn prices are expected to provide 
the test for bargain-hunting consumers, 
sales-hunting merchants and _ cost-con- 
scious manufacturers. Manufacturers are 
yielding, somewhat, to merchant, appeals 
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for price cuts by issuing new lines of 
goods at prices that are 10 to 15 per cent 
below last year. Merchants still wonder 
whether that reduction is enough. 

Sales promotions, including more 
advertising, often result in pulling cus- 
tomers into stores, 

One San Francisco store added a high- 
priced line to its furniture. Result was that 
more customers came into the store and 
bought more medium-priced furniture. 
They liked the comparison. People also 
are pleased when they see last year’s lux- 
ury gadgets attached to this year’s me- 
dium-priced models. The addition of 
freezing compartments to electric refrig- 
erators has sent sales skyrocketing. 

Coin meters attached to appliances 
draw customers. This sales device has 
proved particularly successful for refrig- 
erator sales in the Midwest. The customer 
just takes a refrigerator out of the store 
and deposits a quarter a day until it is 
paid for. Without the daily quarter, the 
refrigerator will stop running. 

One Chicago store sold 500 refrigera- 
tors on this plan in a single day. A South 
Bend, Ind., store stepped up refrigerator 
sales from six a week to 247 a week with 
meters. When meters appeared on wash- 
ing machines, sales picked up so sharply 

that one Iowa factory called workers back 
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from vacations to step up production. 
Meters now are appearing on electric 
ranges, home freezers and television sets. 

Easier credit terms, of which coin 
meters are a novel example, tend to boost 
sales. Some stores waive down payments 
altogether. Television sets often can be 
purchased for $1 a week, and used cars, 
at some Chicago lots, can be bought for 
as little as $10 down. 

Few customers, however, show any 
signs of overextending their credit. In- 
stallments, for the most part, are paid 
promptly and often ahead of time. This is 
taken as a sign that not many consumers 
are buying beyond their means. 

The major market is found among 
customers with moderate incomes. Lux- 
ury trades have suftered. Expensive goods 
are hard to sell. That applies to jewelry, 
garments, houses, even automobiles. 

A San Francisco jeweler finds that cus- 
tomers are inclined to put a ceiling on 
prices they will pay for gifts. In New 
York, retail jewelry sales are off 25 to 35 
per cent from a year ago, as against a 10 
per cent decline for retail sales in general. 

One group of large retail stores cater- 
ing to middle-income customers from 
Boston to San Francisco reports that dol- 
lar volume is off only 4 per cent from last 
year, but that the physical volume of 
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goods sold is probably up 8 per cent. 
Lower prices account for the slide in dol- 
lar volume. The showing of this group is 
better than the showing for retail trade as 
a whole. 

Automobile sales are surprising De- 
troit manufacturers, whose operations 
continue at peak levels. Customers, how- 
ever, are becoming more exacting in their 
choices. 

Automobile customers are inclined to 
insist on the make, model and color they 
want. They are getting more liberal al- 
lowances on traded-in cars, and more low 
and medium-priced models are being 
turned out. Extended waits for delivery 
are a thing of the past, except for the 
most popular low-priced models. 

Better credit terms, according to manu- 
facturers, have had little effect on the sale 
of new cars, but used-car buyers need 
more liberal credit. Used-car dealers are 
accepting 25 per cent of the sales price 
as a down payment and are allowing 24 
months to pay the remainder. Under Reg- 
ulation W, now lapsed, a third down was 
required. 

Used-car prices also are down, but de- 
mand is great. In California, dealers are 
selling twice as many used cars in rela- 
tion to new-car sales as they sold last year. 
For the country as a whole, used-car sales 
are exceeding 1948. 

Home sales also are in an uptrend, 
but there has been a shift to lower-priced 
houses—in the $8,000 range. In Detroit a 
prominent builder reports that the de- 
mand for lower-priced homes fooled 
everybody, and in San Francisco police 
had to be called to handle traffic con- 
gestion when a new subdivision of houses 
selling below $10,000 was opened. 

Higher-priced houses, like higher- 
priced everything else, are moving more 
slowly. One new house offered a year ago 
in the San Francisco area at $14,500 did 
not sell until the price came down this 
year to $11,500. The same trend is re- 
ported in the East and Midwest. 

What’s happened to trade is that 
the buyer now is calling the tune, but 
that does not mean that he won't’ buy 
when satisfactory offers are made. Sellers 
of everything from textiles to houses find 
willing customers when the price and the 
quality are appealing. 

The merchandise manager of a string 
of department stores believes that the 
proper sales appeal will be made. He 
says: 

“We probably have reached the bot- 
tom of our sales volume. The dollar vol- 
ume should pick up and probably will 
equal the record of last year during the 
Christmas season. We know that the pub- 
lic has a disposable income not much less 
than last year, and buying responds quick- 
ly when the right merchandise at the 
right price is offered at the right time.” 
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GERMANY: POWER AND PROBLEMS 


Reported from FRANKFURT 


Germans, back in control of 
West Germany, get a new chance 
to be a big power with U. S. help. 

New Government starts out 
with worries. But it has lots of 
industrial strength, no big debt 
problems, no big defense bills. 

U.S., standing by, will put in 
$1,000,000,000 a year to help 
West Germany get going on the 
road to self-support. 


Germany now is on the road back 
to becoming a world power. The Big 
Four—U. S., Russia, Britain and France 
—soon will be the Big Five, with Ger- 
many added. 

A German Government, the first since 
Hitler, is to take over on September 7 in 
the zones now occupied by the U. S., 
Britain and France. The Allies will con- 
tinue to supervise, but Germans will be 
running the country pretty much as they 
choose. 

The new Germany, officially the 
Federal Republic of Germany, doesn’t 
look much like the Germany that lost 
World War II. It is a country of Western 
Europe. It does not include the territories 
in the East occupied by Russia or the 
territories now held by Poland. West Ger- 
many, as it stands, is little more than half 
the size of Hitler’s Germany. It is dis- 
armed, powerless to threaten its neigh- 
bors, free of the Nazi Party, of concen- 
tration camps and of police rule. 

In land, the Federal Republic of Ger- 
many covers roughly 95,000 square miles, 
of which a third is plowland. Before the 
war, this region produced 80 per cent of 
Germany’s coal, about 85 per cent of its 
steel, 60 per cent of all industrial prod- 
ucts and 45 per cent of the home-grown 
food. It includes the Ruhr, giant work- 
shop of industrial Europe. 

In population, West Germany is big- 
ger than France. It holds 46,000,000 Ger- 
mans, among them 8,000,000 refugees 
from behind the Iron Curtain. The peo- 
ple are about equally divided between 
Catholic and Protestant. The workers are 
skilled makers of machine tools, precision 
instruments, high-grade steel. They are 
the craftsmen of an industrial nation. 

Industries that they man are working 
now at about 85 per cent of prewar levels. 
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Bombed-out plants are back in produc- 
tion and new industries have opened up. 
Recovery in Western Germany during 
1949 has been so rapid it has startled 
even the occupation officials who directed 
it. Germany, potentially, is an industrial 
concentration second only to the United 
States. 

German workers are turning out every- 
thing from steel ingots to precision micro- 
scopes and toys. In one month, they are 
producing 12,300,000 tons of coal, 845,- 
000 tons of steel, 60,000 tons of ma- 
chinery and all sorts of manufactured 
goods. On paper, it looks fine. 

Troubles are developing inside Ger- 
many’s recovery, however, just as an all- 
German Government is about to take over 
the Western zones. A year-long boom 
seems to be running down. American of- 
ficials, looking behind the optimistic pro- 
duction figures, shudder when they think 
what a one-year crop failure could do to 
German recovery. 

Industrial production has stopped 
climbing. Exports, after tripling in a year, 
have stopped going up, too. They are 
stalled at a level less than half what they 
were before the war. 

The standard of living has improved a 
lot this year for many people. But most 
Germans are not so well off as they were 
before the war. Store shelves are full, but 
not everybody can pay the high prices. 
There will be one pair of shoes preduced 


for every German this year, but millions 
cannot afford to buy shoes. 

Unemployment has tripled in the past 
year, and is increasing. Every tenth wage 7 
earner in West Germany is out of work. ¥ 
Unemployment stands at 17 per cent in 
the building trades. It is 28 per cent in 
the toy industry. 





Those workers who have jobs ar | 
caught in a wage-price squeeze. \Vages 
have gone up 11 per cent in the past 
year, but food prices have jumped 36 per 
cent. Even those workers who fee! that 
they are better off than a year ago are 
bitter because wealthy people live more | 
lavishly than they did before the war. 

Lifting of controls by German admin- 
istrators has tended to increase the manv- 
facturing of luxuries while essential goods 
remain hard to get. High-priced suitcases 
are overflowing store shelves, but low- | 
priced shoes are scarce. The country } 
needs at least 5,000,000 new homes. but | 
building materials are going into stores, 
restaurants and theaters. 

Home rule, about to start, puts into 
the hands of German politicians and plan- 
ners these problems that, up to now, have 
been handled by U. S., British and French 
military governments. The Western na- 
tions retain control over foreign affairs 
and trade, over disarmament, reparations 
and civil aviation. In most other things, 
the Germans are to be on their own. 

After the new German Republic is in 
operation, military government will come 
to an end. Civilian high commissioners 
will take over. But the change does not 
mean that the American Army is going 
home. Troop strength of about 100,000 
men will stay the same. The chief change, 
from a military standpoint, is a paper 
change. Troops that have been on oc- 
cupation duty will become a security 
force. But their tasks will be about the 
same as they have been. 

The German Government that be- 
gins September 7 is to resemble the 
British Government. Chief political power 
will rest in the lower house of a two- 
house Parliament, similar to Britain’s 
House of Commons. The administration 
will be in the hands of a Chancellor, 
whose duties approximate those of a Brit- 
ish Prime Minister, and of a Cabinet he 
will select. 

Lower house of 402 members is to be 
dominated by a coalition of conservative 
and moderate political parties, even 
though socialists came in second in the 
election on August 14.. 
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Upper house will be elected later by 
the legislatures of the 11 states of the new 
German Republic. It will have far less 
power than the lower house. 

President of Germany then will be 
selected at a convention of Parliament 
and state delegates. The post is largely 
honorary. The office carries no powers to 
compre with those of the President of 
the United States. The German President 
will go through the formality of picking a 
Chancellor, but the choice will be up to 
the coalition of parties that controls the 
lower house. 

Chancellor and Cabinet hold the 
real power. These jobs are to be claimed 
by the conservative Christian Democratic 
Union and the Free Democratic Party 
which, together, won 191 seats in the re- 
cent parliamentary elections. A deal with 
splinter parties can give them a majority 
administration. 

Head men in the new Germany are 
to be two champions of free enterprise 
who would prefer to let the country run 
without controls and with as little Govern- 

ment direction of business as possible. 

Konrad Adenauer, 73-year-old head 
of the Christian Democratic Union, is in 
line to head the new Government as 
Chancellor. Adenauer, a professional poli- 
tician, was mayor of the industrial city 


of Cologne for 16 years before he was 
ousted by the Nazis in 1933. He was in 
political retirement until the end of the 
war. He is regarded as a spokesman for 
the industrial and financial interests of 


the Ruhr. He favors a weak central 
government, a free hand for German 
business. 


Ludwig Erhard, 53, probably will be 
the man to guide the business life of West 
Germany from the Cabinet post of Minis- 
ter of Economics. Erhard has become the 
leading champion of a free economy. His 
policies will be to take off what business 
controls remain and to reduce taxes as a 
spur to capital formation. Additional 
funds for capital investment will be 
sought through the Marshall Plan. No di- 
rect efforts are to be made to encourage 
production or exports. These matters will 
be left to the free play of markets. 

Kurt Schumacher, fiery leader of the 
Social Democratic Party, the party of so- 
cialism, is the most powerful opponent of 
Erhard’s free-enterprise program, Schu- 
macher, 53, spent 10 years in a Nazi con- 
centration camp. His health was badly 
impaired and last year doctors had to 
amputate his left leg above the knee. He 
lost his right arm as a soldier in World 
War I. His party won almost a third of 
the seats in the lower house. In or out of 


the Government, Schumacher is certain 
to campaign for socialist projects re- 
jected by Adenauer and Erhard. 

Around the political fringes are a host 
of splinter parties, extremists ranging 
from Communists to nationalists of the 
Nazi pattern. They are small and weak 
now. But it was such splinter groups, 
blocking a stable majority Government, 
that hastened the collapse of the German 
Republic after World War I and opened 
the way for Hitler to take over. 

A fifth power, West Germany, nev- 
ertheless sets out on fairly steady ground. 
The new Government goes into business 
untroubled by any huge internal debt 
such as the $255,000,000,000 national 
debt of the U.S. It has no army to sup- 
port. Germany can look to the United 
States and others to pay her defense bills 
for years. 

For Germans, another big difference 
between now and post-World War I is 
that the U.S. is not pulling out. U.S. is 
to continue to plow about $1,000,000,000 
a year into West Germany to help the 
country reach the point where it can sup- 
port itself. If the new German Republic 
makes good, it will one day stand as the 
greatest industrial power of Europe, once 
more holding the balance of power be- 
tween Russia and the West. 
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British Press: What's Wrong? 


How to run a newspaper is be- 
ing argued in Britain, where the 
press has just been through a 
thorough Government checkup. 

Study finds no monopoly, no 
undue influence on editors. The 
decision: Newspapers are not 
bad, but most could be better. 

Whatever is wrong, investiga- 
tors hold that Government owner- 
ship of British newspapers is not 
the answer, shouldn’‘t be tried. 


That old question of what’s wrong 
with the newspapers is getting a new 
answer in Great Britain. The answer, 
after long inquiry, is: Not much, or at 
least not much that the newspapers 
cannot correct themselves under a little 
Government pressure. 

In Britain, as in U.S., there are com- 
plaints that newspapers aren’t always 
fair, that too many publications are under 
control of one owner, that advertisers in- 
fluence news policy. Such complaints, 
listened to by a Labor Government, led to 
an investigation of newspapers by a royal 
commission. That commission spent two 
years studying the complaints offered and 
digging into all phases of the publishing 
business. 

End conclusions were these: Advertis- 
ers do not exercise undue influence on 
the news columns. Ownership, while con- 
centrated, is not a monopoly. Standards 
can and should be improved in some pub- 
lications. Government-owned newspapers 
are not the solution. Nationalization is not 
even worth considering. But some polic- 
ing by the industry itself is desirable, 
through a general council of the press. 

The proposal for a press council was 
indorsed by the House of Commons, after 
several hours of debate. Now the news- 
papers of Britain are considering the idea, 
trying to decide whether creation of such 
a council actually would help to protect 
press freedom or might be the entering 
wedge for Government control. 

Charges that caused the investiga- 
tion to be launched in the first place cen- 
tered around the claim that ownership of 
the press in Britain was tending toward 
a monopoly. The National Union of 
Journalists pointed to a decrease in the 
number of newspapers and declared that 
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those remaining were in fewer and fewer 
hands. Papers in outlying cities were said 
to be run by men dictating policies from 
London. 

This concentration of ownership and 
power, the union held, was a threat to 
freedom of the press and was in fact be- 
ing used to suppress opinion and distort 
news. Editors and writers were declared 
to be subject not only to the opinions of 
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individual owners, but to commercial in- 
fluences growing out of the fact that pub- 
lishing itself had become big business. 
The result, the union asserted, was a pro- 
gressive decline in the caliber of editors 
and in the quality of British journalism. 

Evidence bearing on these charges 
was gathered by the commission through 
examination of newspaper records and a 
Jong series of hearings. 

The number of daily papers and Sun- 
day papers in Britain, it was shown, was 
128 at the beginning of this year (16 of 
them issued Sundays only), compared 
with 169 in 1921. Papers that ceased pub- 
lication were forced out by a combina- 
tion of increasing costs and intense com- 
petition. But most of this decline, the 
commission reported, occurred in the 
1920s and early 1930s. During the last 





10 years the number of newspapers has 
varied little, because of the shortage of 
newsprint. 

Concentration among British news- 
papers takes several forms, according to 
the commission. One consists of mammoth 
circulations. Nine national papers—that 
is, newspapers published in London and 
circulated generally throughout Britain- 
together have nearly 55 per cent oi the 
total circulation. Another type 
of concentration is in the num- 
ber of papers under one own- 
ership. Five big chains ac- 
count for 55 newspapers, 
including many provincial 
papers published in outlying 
cities. The largest of the 
chains, comprising 22 papers, 
has 50 per cent of the provin- 
cial morning circulation. A 
third type of concentration 
consists of local monopolies in 
58 cities, in each of which only 
one newspaper is, published. 

In spite of these forms of 
concentration, the commis- 
sion declared that competition 
among the British newspapers 
actually is keen. The provin- 
cial papers that have local 
monopolies get competition 
from national papers, as well 
as from papers in neighboring 
cities. The chains likewise 
compete with one another. 
Most readers, therefore, have 
a wide choice of reading 
matter. 

Control of a newspaper 
goes with ownership, the com- 
mission pointed out. A newspaper owner 
has power to determine “in general terms 
what topics a paper is to treat as impor- 
tant and what line it is to take on the 
issues of the day.” But the power is not 
unlimited, it added, because any sudden 
change of policy would destroy the confi- 
dence of readers, and thus hurt the value 
of the property. 

“A newspaper,” said the commission, 
“has a personality, compounded not mere- 
ly of its physical appearance and its polit- 
ical policy, but also of its tone and style, 
its unspoken assumptions and its subtle 
relationship with its readers. This per- 
sonality is its greatest asset . . . A news- 
paper cannot radically alter its character 
without destroying itself; and in propor- 
tion as its character is serious and it is 
read for information and counsel rather 
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than for entertainment, it is precluded 
from sudden and capricious changes of 
policy.” 

Coloring of news to back up a pa- 
per's political policy sometimes occurs, 
the commission found, even though most 
editors who testified agreed that news and 
opinion should be strictly separated. The 
commission made an intensive study of 
press treatment of four controversial sub- 
jects—the introduction of bread rationing, 
nationalization of coal, the housing pro- 
gram, and a by-election in which these 
subjects were debated. 

On bread rationing, for example, three 
right-wing papers gave prominent space 
to the protests against food cuts, while 
three left-wing papers played down the 
protests and played up support for the 
Government. 

A number of cases where distortion had 
been charged were investigated. In sev- 
eral of these, concerning coal, the com- 
mission found “an inclination to magnify 
news likely to make nationalization un- 
popular, while withholding information 
about its achievements.” 

One paper in the fuel crisis of February, 
1947. said that 4,000,000 persons had 
been thrown out of work, and added: 
“Britain's growing army of workless will 
be swelled by manv hundreds of thou- 
sands today as plant after plant is closed 
by the big power shutdown.” The Gov- 
ernment issued a statement giving the 
total thrown out of work as 1,812,000, 
but this statement was omitted. The com- 
mission, in its report, commented: “This 
instance seems to us to indicate consid- 
erable recklessness in the use of figures.” 

Parliamentary debates also were re- 
ported in some papers in such a way as 
to favor one side or the other. As an ex- 
treme example, one national paper, dur- 
ing three davs of debate over the na- 
tionalization of steel, gave Conservative 
speakers 75 inches of space, while giving 
Labor speakers only 25 inches. 

Advertisers in some instances try to 
influence what is printed in news col- 
umns, the commission found. Such pres- 
sure is almost always resisted by editors. 
On the other hand, editors do not go out 
of their way to print stories that will of- 
fend advertisers. 

General findings of the commission 
were that the British press “is inferior to 
none in the world.” Most of the papers, 
however, were declared to be adherents 
of one political party or another, and 
their treatment of public affairs is “frank- 
ly partisan.” The commission said: “All of 
the popular papers and certain of the 
quality papers fall short of the standard 

achieved by the best, either through ex- 
cessive partisanship, or through distortion 
in the interests of news value, or through 
a combination of both . . . We cannot ac- 
cept the view that the press is doing 


plainis which it may 
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Some are ‘‘unduly complacent and deficient in the practice of self-criticism” 


everything that it can reasonably be ex- 
pected to do: some of the spokesmen of 
the press who gave evidence appeared 
to us unduly complacent and deficient in 
the practice of self-criticism.” 
Remedies, the commission held, can 
be supplied only by the press itself. It 
recommended that a general council of 
the press be set up, to “consider any com- 
receive about the 
conduct of the press or of any persons 





toward the press” and to “deal with these 
complaints in whatever manner may seem 
to it practicable.” 

When this plan was debated in Parlia- 
ment, one member opposing it urged a 
policv of “hands off the British press.” 
Any such council, he argued, could lead 
eventually to Government control. But 
Herbert Morrison, speaking for the Cabi- 
net, carried the day and the commission’s 
plan was indorsed. 


—Wide World 


THE READING PUBLIC 
—'‘A newspaper has a personality . . . a subtle relationship with its readers” 
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NOW...CAPEHART TONE 


ADDS A NEW DIMENSION TO TELEVISION! | 
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Under I T & T sponsorship, Capehart brings 
television to life. See the look of wonder and 
delight reflected in the face of a person hearing 
Capehart television. Here is tone quality that 
rounds out the finest image yet produced by 
television techniques. It is the superb tone that 
won world fame for the Capehart phonograph- 
radio...tone that only Capehart has produced. 


Capehart television is the first fruit of the 
new association between I T & T and Capehart- 
Farnsworth Corporation. I T & T is proud to 
join its world-wide resources for research and 
electronic engineering to the pioneering names 
of Capehart and Farnsworth, in a program de- 
voted to the development and production of 
“better television for more people.” 
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WORLD UNDERSTANDING THROUGH WORLD COMMUNICATIONS 


INTERNATIONAL TELEPHONE AND TELEGRAPH CORPORATION 
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FROM THE CAPITALS OF THE WORLD 


BELGRADE....ATHENS....NEW DELHI....TOKYO.... 











>> All that name calling between Marshal Stalin of Russia and Marshal Tito of 
Yugoslavia means Stalin is losing one satellite and fears he'll lose others. 
Tito is gaining strength, winning complete independence from Stalin. U.S. 
export of a $3,000,000 steel mill to Tito is a big boost. It is also a hint to 
other Soviet satellites to break away from Stalin if they want U.S. goods. 
Stalin, losing Yugoslavia, is also losing out in Greece, being cut off in 
Albania, losing access to the Mediterranean and Adriatic. Stalin's Balkan em- 
pire is crumbling around the edges, isn't too healthy at the center. If it goes, 
a key objective in Stalin's wartime strategy goes with it. For Stalin's idea 
all during the war was to get control of the Balkans through Soviet troops, keep 
U.S. and British troops out, keep the second front far away in Western Europe. 
Stalin, having won that wartime objective, is now in danger of losing it. 


>> To give you an idea of how worried Stalin appears to be.... 

Pressure on Tito is at a peak, high as it can go Short of invasion, war. 

In the propaganda battle, Stalin is throwing everything in the book at 
Tito, comparing him with Hitler, blasting him as an enemy. 

On the economic front, Stalin has cut off all trade between the Soviet bloc 
and Tito, now is undercutting him by offering timber to Britain at lower prices. 

Pressure on Tito's neighbors is mounting, too. Hungary, Bulgaria are under 
orders to purge all Tito sympathizers, put anti-Tito men in firm control. 














>> At the same time, Stalin's grip on Albania as well as Greece is weakening. 
Russians running Albania face mutiny among Albanian mountaineers, unrest 
among guerrillas chased out of Greece. Food and supplies are short, depend on 
scanty sea and air transport. Titoism in Albania is a growing possibility. 
Guerrillas in Greece are on the run. It's to be much harder for them to re- 
organize, re-enter Greece in force. Rebel numbers are down. They no longer 
have a foothold in Southern or Central Greece, are a problem only on Albanian, 
Bulgarian borders. That confines fighting to about 10 per cent of Greece's area. 
Cost to Stalin of conquering Greece is thus rising in terms of man: power, 
Supply lines, risk. Cost may seem too high. It may be time to withdraw. 
Cost to U.S. of arming Greece, in that case, may not go on forever, might 
just possibly wind up with total of $500,000,000. But economic aid will go on. 














>> Question now is whether Stalin will risk a war to save his Balkan empire. 
What Stalin can count on is an army of around 250,000 Hungarians, Bulgar- 
ians, Rumanians, plus Soviet troops in that area of approximately 150,000. 
What Tito can count on is a standing army and reserves of around 500,000. 
(over) 
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Tito's men, moreover, would be fighting invaders, defending their homeland. If 
necessary, Tito could retreat to mountains, fight Stalin as he did Hitler. 

Risk to Stalin, in such a war, would be heavy. Tito might hold him off for 
a long time. Aid to Tito from outside, intervention by West, could turn a local 
invasion into World War III. Stalin isn't ready for that, doesn't want it now. 

Safer course, one Stalin seems to be pondering, is to liquidate war in 
Greece, see what can be done to stir up trouble inside YugoSlavia, among Mace- 
donians who crave independence. That's going after Tito through the back door. 

War in the Balkans, an invasion of Yugoslavia, is thus not in sight. Stalin's 
Balkan empire is falling apart, but he can't risk a war to Save it. 











>> A British "gift" to India is adding to Britain's financial crisis, putting 
additional strain on U.S.-British relations on the eve of Washington talks. 
Gift is agreement to export heavy flow of goods to India, use these goods 
to pay off big sterling debt that England built up in India during the war. 
Result is that British exports that might be earning the dollars Britain so 
desperately needs, instead are paying off a sterling debt to India. 
Washington's view all along has been that what Britain owed to India and 
other wartime partners ought to be reduced or wiped out, regarded as a contri- 
bution to winning the war. In any case, U.S. couldn't see making loans and 
grants to Britain so she could pay off what U.S. didn't consider just debts. 
What makes it worse is that India, in fiscal 1949, used up three times as 
much sterling as Britain had agreed to, and one third more dollars. 
New deal, nevertheless, lets India spend sterling at even faster rate now, 
means that British exports. are paying old debts instead of earning dollars. 
Possible explanation may be ‘that Britain's Labor Government is determined 
to keep exports up at any cost in order to maintain full employment at home. 
Whatever the explanation, it adds to U.S.-British problem and friction. 











>> Even with this British gift, India is in for some heavy weather. 

Food and cloth are short. These are basic needs for India's masses. Out- 
put of industry is trending downward. Prices are up, three times the 1939 
level. Production costs are up, too. Jute mills, India's big dollar earners, 
are running at a loss. Exports, aren't paying for imports. Capital is scarce. 

World Bank loan of $34,000,000 for rail improvement thus comes at critical 
time, doubtless will help, but is hardly on the scale of India's problem. 

More help for India, from various sources, iS to be expected. One reason 
is that U.S. now looks to India to spearhead Asia's fight against Communism. 

















>> As Tokyo sees it, this is why General Douglas MacArthur doesn't feel he can 
afford to leave Japan just now to appear before congressional committees. 

Japan is in trouble. That's one reason. Farmers demand higher prices, 
businessmen clamor for credit, workers demand jobs. Communists are making prog- 
ress. For the first time, Japanese are critical of U.S., of MacArthur's poli- 
cies. It's no time for the Supreme Commander to take a month off for a trip. 

Communist sweep in Asia is another reason. As MacArthur sees it, he led 
U.S. forces to victory in Far East; now he must make Japan, at least, Secure. 

Politics in Washington may also be a reason why MacArthur stays in Tokyo. 
Why come to Washington, get involved in partisan scrap over China when he doesn't 
have too? As it is, the General has his hands full in Tokyo. 
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Comes to You from Competitive Efficiency like this! 


YOUR IGG: 


















IN SOCONY-VACUUM’S OPERATION, 


these major steps—from 
exploration to delivered product— 
are carefully co-ordinated to assure 
maximum efficiency all down the line, 
maximum savings for you. 


First, find the oil— 

To satisfy the growing demand, 
we must maintain a constant search 
for new oil. This in spite of the 
fact that we purchase large 
amounts of our crude oil needs 
from independent producers. 





Then drill for it— 

Even after oil is found, develop- 
ment of the field entails great 
cost. New wells must constantly 
be drilled to replace depleted 
wells—and so maintain petro- 
leum supply. 





Transport it to refinery— 
Although we use other common 
carrier pipelines for transporta- 
tion, in 1948 Socony-Vacuum 
laid 3,000 miles of new pipelines 
needed to reach new fields and 
improve distribution. 





The Benefits of Competitive Efficiency: 




























Refine it— 

by the latest and most up-to-date 
processes, geared for high capacity 
output. Oil refinery equipment, by 
the way, which cost the company 
around $500 a barrel of capacity 
before the war, now costs $1,000. 





Distribute it— 

While we own and operate many 
ships, we also charter vessels and 
tank cars—rely on common and 
contract haulers. The combined 
result—maximum efficiency, low- 
ef Cost to you. 





And finally serve it— 

Besides direct distribution, effi- 
ciency dictates the use of over 
1,400 independent wholesalers and 
some 45,000 independent dealers 
to whom of course we give expert 
technical and marketing counsel. 


A STRONG NATION depends on strong Industries 
... Strong Industries depend on strong Companies. 


Socony-Vacuum — or any Company in America — 
is only as strong as its ability to compete efficiently 
in serving you... 


... With productive power fo help build National 
Security .. . with quality products at low prices to 
make your dollars buy more. 





LOW PROFIT PER UNIT_THE MOST 
FOR YOUR PETROLEUM DOLLAR! 


SOCONY - VACUUM OIL CO., INC., and Affiliates: MAGNOLIA PETROLEUM CO., GENERAL PETROLEUM CORP. 
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“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.” 

GEORGE WASHINGTON 


U.S. News 





WHY TAXES MUST BE CUT 
AN INTERVIEW WITH WALTER F. GEORGE 


Chairman, Senate Finance Committee 





EDITOR'S NOTE: Senator Walter F. George 
(Dem.), of Georgia, more than any other one 
man, shapes U.S. tax policy. He is chairman of 
the Senate Finance Committee, which has writ- 
ten nearly all the major tax bills that have become 
law since 1936. Mr. George, along with other lead- 
ers in the Senate and House, is making plans for 
broad changes in revenue laws to be pushed in 
Congress next year. These proposed changes are 





important to everybody who pays taxes to the 
Federal Government. 

To get at the trend of such plans, editors of 
U.S. News & World Report interviewed Senator: 
George. In the interview, which follows, he dis- 
cusses such vital tax issues as individual rates 
corporate rates, capital gains, double taxation of 
dividend income, depreciation rules, excises and 
the amendment of administrative provisions. 








Q What is the prospect, Senator George, for some 
reduction in individual income taxes? 

A I think that our individual tax rates should be 
revised downward. I definitely think it would not be 
wise to increase the individual income tax rates. 

Q How do you think the cut in individual taxes 
might be effected? 

A A reduction should take place in the tax rate as 
it applies to the lower brackets, the exemption should 
be raised, and a reduction should run through all the 
individual rates to the highest bracket. 

Q The whole theory there is that this would in- 
crease incentives for individuals under our present 
economic system? 

A Not only increase incentives but would, I think, 
result in an expansion of business which would go far 
also to solve many other troublesome tax problems. 

Q But personal taxes are an important source of 
income for the Government, aren’t they? 

A We do rely heavily upon the individual income 
tax as a source of revenue. Roughly, almost one third 
of our revenue is now derived from income tax pay- 
ments of individuals. 

Q That being the case, can the Government afford 
a reduction in individual taxes at this time? 

A A lower tax rate will stimulate business activity. 
Expansion of industry will tend to produce a larger 
income base upon which your tax can apply. Within 
limits, therefore, a reduced rate could produce a 
greater long-run revenue than an immediate increase 
in rates. 

Q Do you think that split income for tax purposes 
is here to stay? 


A I do. I think this is a salutary provision in our 
law, and I do not believe it will be repealed. 

Q What do you say about the corporation income 
tax rates? Are they to be changed in the future, in 
your opinion? 

A If we are compelled to increase revenue through 
taxation, the most productive field is in the corporate 
field, and the corporate rate might be increased with- 
out serious damage if individual tax rates were 
brought down closer to the level of the corporate 
rate. If that were done, we would have little diffi- 
culty with capital-gains provisions of our tax laws, 
for instance, and many other problems would tend to 
solve themselves. 

Q At the level of the present corporate tax rates, 
or 38 per cent? 

A I contemplated, in my comment on getting the 
two tax rates closer together, some increase in the 
corporate rate, with a reduction of the individual 
rate so as to bring the top bracket of the individual 
schedule not exactly in line, but more nearly in line, 
with the corporate rate. 

Q How do you feel about the present system of 
taxing corporation income twice—first in the hands 
of the corporation, then in the hands of the stock- 
holder? 

A The law should be changed to allow a credit to 
the individual stockholder for taxes already paid by 
the corporation. As a starter, we should provide a 
credit of a certain percentage—say 10 per cent, or 
perhaps 16.6 per cent, the amount of the first-bracket 
individual income tax. Ultimately, we should exempt 
dividends from taxation completely. However, that 


toe, | 


(Miewiiv WRaboh Ge 




















st 


opi 
De: 


side 
and 
pro 
the: 
sior 
war 
pre’ 
ratk 
the 

liqu 
esse 


be 1 


nue 
are 


ures 






S 4 









=>. wed 


in our 


income 
ure, in 


1rough 
porate 
| with- 

were 
porate 
> diffi- 
- laws, 
end to 


rates, 


ng the 
in the 
vidual 
vidual 
n line, 


em of 
hands 
stock- 


dit to 
uid by 
ide a 
nt, or 
racket 
xempt 
, that 





World Report 










“I wholly disapprove of what you say but will 
defend to the death your right to say it.” 


VOLTAIRE 





would cost the Treasury about $2,000,000,000 a year 
in revenue. We cannot sacrifice that much revenue 
at once. 

Q Should depreciation, under the tax laws, be 
liberalized? 

A Definitely, we must revise the law or the regu- 
lations or both to give business a freer hand in 
amortizing plant and equipment. The present rigid 
provisions tend to retard business growth. They 
make it difficult for many businesses to keep up with 
the times. 

Q What about a credit for earned incomes? 

A I feel strongly that the law should provide a 
preferential treatment for wages, salaries and other 
earned income. A tax credit for earned income would 
stimulate incentive for ambitious young men and 
women who work for salaries. 

Q Will you give us your view on excise taxes? 

A The wartime excises must be repealed. This 
action should be taken at once, and certainly not 
later than the early part of 1950. 


Excises Marked for Repeal 


Q Do you think that there is a crystallization of 
opinion on excise taxes along that line among both 
Democrats and Republicans in Congress? 

A I think so. I admit that the time at hand to con- 
sider the repeal of the excise taxes is very limited, 
and, in view of the important issues and far-reaching 
proposals which we are asked to consider and enact, 
there is perhaps an inadequate time during this ses- 
sion of the Congress to give full consideration to the 
wartime excise taxes. My comment should be inter- 
preted as applicable to the wartime excise taxes 
rather than the excise taxes that we have had on 
the books for many, many years, such as taxes on 
liquors. and tobacco and gasoline, which were not 
essentially wartime levies. 

Q You would retain those? 

A Those should be retained. Whether there should 
be reductions in the rate of tax is another question. 

Q What part of the $8,000,000,000 of excise reve- 
nue is represented by the wartime excises that you 
are talking about? 

A Something above $2,000,000,000—in round fig- 
ures, at least $2,000,000,000—is derived from the war- 





Drop in rates for individuals is urged as aid to business—Expansion of industry 


) would be relied on to increase revenue in long run—Relief of 
' stockholders from double taxation is favored 


time excise taxes, taxes that were imposed or in- 
creased during the war, largely for the purpose of 
raising revenue and, in many instances, for the pur- 
pose of discouraging use of critical material and 
man power. 

Q If we don’t get reduction or repeal of all the 
wartime excises, would there be some that would get 
preferential treatment? 

A Yes, some might get preferential treatment, and 
some are entitled to preferential treatment. But I 
believe it would be a mistake to approach this prob- 
lem piecemeal. Pressure would be too great on the 
part of all the excise taxpayers as soon as you began 
to reduce one and not the other, and as soon as you 
eliminate one but retain another. 


The Sales Tax Burden 


Q In other words, you think that, on excises, 
Congress should undo what it did in 1942? 

A I think we must undo what we did in 1942. 
Definitely we wrote into the law that we would repeal 
these taxes six months after the end of the war or 
after the termination of hostilities, but we have con- 
tinued the taxes because of the pressure for increased 
revenue. 

Q To what extent are these wartime excise taxes 
an even greater burden now that the various States 
have imposed sales taxes or increased sales taxes? 
We have virtually a double sales tax burden—isn’'t 
that true? 

A That is quite true. Many of the States now 
have a general sales tax. All of the States, without 
exception, so far as I can recall, have special excise 
taxes. And the general effect of the impact of the 
federal excise taxes is equivalent to an additional sales 
tax of approximately 412 per cent upon all consump- 
tion. expenditures for goods and services. 

Q What about the proposal to speed up payment 
of corporate taxes by collecting in two installments 
instead of four, as was proposed not long ago? 

A I do not think that proposal is likely to be acted 
upon at this session of Congress. It is a matter to 
which I have not given much study, but it would 
seem that there are arguments against the proposal as 
well as the suggested arguments supporting it. 


(Continued on page 34) 


























Q Would you say that the capital-gains tax ought 
to be changed? Might there be a definition of a long- 
term gain as one realized through the sale of an asset 
held perhaps three or four months instead of the 
present six months? 

A If the wide difference between the corporate rate 
and your upper-bracket income rates is to be main- 
tained in our taxing system, then we should give 
reconsideration to the capital-gains tax provisions. If 
this wide difference should be narrowed, this problem 
would almost resolve itself. 

I have not regarded, at any time, capital gains as 
true income except in those limited areas where busi- 
ness is carried on solely or largely for the purpose of 
buying and selling securities. Nevertheless, the capi- 
tal-gains provision is in our law, and it is probably 
in our law to stay. That being true, I think it would 
be wise to re-examine it and to see if the holding 
period cannot be shortened so that the owner of 
securities or buildings or other properties might be 
induced to sell when market conditions warranted 
the exercise of his free judgment. 

Q How do you feel about the proposal to per- 
mit corporations to carry forward losses for five 
years? 

A At present, the law provides for a carry-forward 
of two years and a carry-back of two years, as I recall 
it. I think the carry-forward provision should be 
changed to five years and I believe it would be ade- 
quate if a one-year carry-back provision were al- 
lowed. The general revision bill considered by the 
House at the last session of the 80th Congress dealt 
with this subject and provided for a one-year carry- 
back, five-year carry-forward. I think the provision 
is sound. 

Q Is there any pressure to delay the automatic in- 
crease in the pay-roll tax from 1 to 144 per cent on 
employer and employe, effective next January? 

A There is at present no pressure to delay the in- 
creased rates under Social Security. On the contrary, 


-the House Ways and Means Committee has proposed 


to step up the pay-roll tax to 114 per cent January 1 
next, and 2 or 2'% per cent at a later date, perhaps 


Tanuary 1, 1952. 


Timetable for Technical Revision 


Q Do you think that Congress can do anything to 
stimulate business by changing the so-called adminis- 
trative provisions of the tax laws? 

A A general revision of the so-called administra- 
tive and technical provisions of the revenue laws is 
long overdue. We could not get to a complete revision 
of the revenue acts during the war period. At the last 
session of the 80th Congress, the House passed a gen- 
eral revision bill, a bill dealing with administrative 
and technical provisions of the revenue law. That 
bill reached the Senate too late for hearings and 
therefore too late for action at the 80th Congress, 
and the bill died with the 80th Congress. Now the 
House has finished its work on Social Security and 


should be able to take up a bill dealing comprehen- 
sively with administrative and technical provisions of 
the law in January. 

Q Would these technical changes provide impor- 
tant tax relief? 

A While the technical and administrative changes 
do not necessarily affect tax liability, they do affect 
directly the difficulties of business in trying to com- 
ply with our tax laws. 

Q Don’t these difficulties also add to the expense 
of the Treasury in litigation and in auditing reports 
of corporations? 

A They do add to the bookkeeping operations in 
the Treasury, and even in the field offices under the 
Treasury. They do also add to the expense to the 
taxpayer, because he is required to keep voluminous 
records and he is also required to have the benefit of 
technical and oftentimes legal advice in order to meet 
fully the requirements of Treasury regulations. 


Steps to Ease Compromises 


Q Should there be some reform in the direction of 
permitting compromises and adjustments at an earlier 
stage in the proceedings than apparently now is the 
case in the ordinary process of tax auditing? 

A I think there should be some definite steps taken 
to permit settlement and adjustment of tax liability 
asserted against a taxpayer, even by taxing agents 
or by collecting agencies of the Government. 

Q Should there be any change in the 6 per cent rate 
that the Government charges on overdue taxes or 
pays on refunds? 

A There is much to be said upon the general sub- 
ject of interest charges, both by and against the Gov- 
ernment. It would seem that the rate should be uni- 
form. The rate charged the taxpayer on a deferred 
payment of his tax liability and the rate paid by the 
Government on a refund due to the taxpayer should 
be uniform, and should be much under 6 per cent per 
annum in each case. 

There is some reason for requiring a rather high 
rate of interest against the delinquent taxpayer, be- 
cause in many instances a taxpayer might be tempted 
to postpone the payment of his tax until a later date 
if he found the circumstances were a little tight. But, 
in the case of refunds, the principle works the other 
way. The taxpayer may be very careless in exacting of 
the Government the refund because he may be get- 
ting, through the 6 per cent interest payable on re- 
funds, more than he might otherwise earn on his 
money. 

Q Would you say that Congress ought to provide 
for the inclusion of the interest rate in settlements, 
the present law being that when there is a compromise 
settlement there is no power of the Treasury to com- 
promise on the amount to be paid as interest, and 
when a case has gone on for years and years and 
finally reaches a settlement, the interest becomes very 
important and frequently leads to litigation which 
might otherwise have been disposed of? 
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A I think that the compromise provision of our 
taxing laws ought to be liberalized. Once it was very 
liberal. There were large refunds made and the matter 
found its way into politics. There was much agitation, 
and there was an effort to tighten the compromise 
section of the tax laws, and, as I think, to the detri- 
ment of the Treasury very often, and often to the 
detriment of the taxpayer. 

Without relaxing all necessary restrictions upon the 
power to compromise, the compromise section of the 
law might be liberalized, and, through liberalization, 
more revenue would be derived by the Treasury, and 
in many instances a great hardship, sometimes 
amounting almost to the bankrupting of the taxpayer, 
could be avoided. 

The purpose of the law ought to be to preserve the 
taxpayer rather than to destroy him, and through a 
reasonable exercise of well-defined and limited dis- 
cretionary powers on the part of the Commissioner of 
Internal Revenue, the compromise section of the 
Revenue Act might be used to very great advantage 
by both the Treasury and the taxpayer. 

Q Is the discretionary power of the British tax 
collector much broader than ours? 

A The discretionary power of the British tax col- 
lector is much broader, and his power to aid and assist 
the taxpayer is much broader. In many instances, 
perhaps through error, complaint has reached mem- 
bers of the Congress that the revenue agents and the 
field agents decline to make suggestions to the tax- 
payer on the assumption that any suggestion by them 
would be improper. This often leads to an injustice 
to a taxpayer who is not well advised and the volume 
of whose business is not great enough to require him 
to employ accountants and legal advisers. 


Congress-Treasury Accord 


Q To what extent do you think there is agreement 
between the Treasury and Congress on the adminis- 
trative provisions that we had in the last session, the 
bill that was delayed and finally didn’t get acted upon? 

A There was a wide area of agreement. The Treasury 
staff and the Joint Committee staff—that is, the staff 
of the Joint Committee on Internal Revenue Taxation 
of the two houses—were.in close agreement upon 
many provisions in the bill which was considered and 
passed by the House of Representatives at the end 
of the last session of the 80th Congress. There were 
some points of difference, but I would say that in a 
general way the area of agreement was very great 
and the area of disagreement very restricted. 

Q Do you think the estate and gift taxes should 
be increased? 

A I do not. 

Q To what extent, Senator, is the Joint Committee 
informed as to the long delays that have ensued in 
the settlement of wartime excess-profits tax cases by 
the Treasury? 

A It certainly is aware of the delays. Many of these 
delays spring essentially out of the character of an 


excess-profits tax, and that is the great objection to 
an excess-profits tax in peacetime. 

Q Is there any prospect of faster handling of these 
claims hereafter? 

A We have been somewhat reassured by certain 
steps that have been taken to bring about an earlier 
adjustment of many of the minor and less difficult 
problems that have arisen under the excess-profits 
tax. But, at best, the excess-profits tax is a trouble- 
some tax, especially in administration, either in war 
or in peace. In war it is necessary to impose it and 
certainly it is tolerable, but as a peacetime tax it has 
all of the defects that can well be urged to any vicious 
principle of taxation. 


A Start in a Special Session? 


Q If we should have a session of Congress in the 
latter part of the year, some special session, would 
you favor getting at this tax problem then? 

A I would favor getting started on it then, certainly 
the excise taxes and some of the other features of our 
tax laws. I believe it will be quite possible for the 
Ways and Means Committee of the House to give 
early attention to a general tax-revision bill—that is, a 
bill relating to administrative and technical provi- 
sions and also to a revision of our rates—and if the 
Ways and Means Committee of the House of Rep- 
resentatives can get to the Congress a bill early in 
the year, the Finance Committee of the Senate will 
have ample time to consider it. I do not believe that 
any major tax legislation can be safely undertaken 
at this late hour in this session of the Congress. And 
even a special session late in the year would hardly 
give time for the consideration of all our tax prob- 
lems in the way in which they should be considered. 

If the House passes its Social Security Act amend- 
ments before adjournment of this session, the Senate 
will be able to have hearings on Social Security be- 
ginning in January, and, by the time we could dis- 
pose of the Social Security bill, the House should 
have a general bill under way dealing not only with 
rates but which would deal exhaustively with admin- 
istrative and technical provisions of the law. 

Q. If you don’t get the bill passed by the middle of 
April, aren’t you confronted with the problem of 
retroactive taxes and of refunds on payments of taxes 
made currently during the 1950 calendar year? 

A Yes, and you have the more serious problem of 
the general upset facing business and facing all tax- 
payers, because it is highly important to know—even 
in advance, but certainly concurrent with business 
operations—what the tax laws are. 

Q How long do you think we are going to be in a 
condition of deficit financing? 

A It will require two years—that is to say, fiscal 
1950 and fiscal 1951—to get out of the deficit position. 
But, with reasonable reductions in federal spending 
and with modification of our tax laws which will lead 
to a continuing expansion of our economy, we should 
get out of the deficit position by fiscal 1952. 
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Meet the Five Percenter: He Befriends the Worried Businessmen, 
Reels Off Big Names, Makes Phone Calls, Sometimes Gets Results 


>The Five Percenter has become a 
worried man. He is losing some of his easy 
aplomb and a little weight as well. Times 
have been good for him, but the future 
is growing bleak. It’s all because of the 
publicity he has been getting. 

This publicity has drawn the attention 
of millions to his operations, to his ped- 
dling of often dubious “influence” in re- 
turn for the dollars of the businessman. 
Questions are being asked. Who is the 
Five Percenter? Just how does he operate? 
Does he actually perform any services 
that are worth the retainers and contin- 
gent fees that he charges? 

These questions can be answered. A 
fairly complete picture of the Five Per- 
center can be drawn. The facts about him 
come only in part from the record of the 
Senate committee that has been investi- 
gating him. Even more important they 
come from sources that know him well, 
as a day-to-day matter. To look at him: 

Personally, the Five Percenter is a 
breezy, somewhat brassy individual who 
is just entering middle age. He is a glib 
talker. His conversation is salted with the 
names of top, or near-top, Government of- 
ficials and with assertions that he and 
they are on the most intimate terms. He 
carries about him, or tries to do so, an air 
of importance, an aura of knowledge of 
Washington’s paths and bypaths. 

He lives in a good residential section, 
or at one of the city’s big and fashionable 
hotels. His office is plainly but richly fur- 
nished. The rent is steep, and, in periods 
of adversity, he has been known to put 
a special touch on a client to keep the 
landlord away. 
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His office walls are hung with pictures 
of the great men of the capital. Many of 
them are autographed to him personally. 
Actually, the pictures are relatively easy 
to obtain. Public men keep a stack of 
them on hand. A casual acquaintanceship, 
or perhaps a simple request, usually will 
produce a picture. 

The Five Percenter, of course, is a 
member of a country club. Although 
usually not the club he would prefer. 
That club is rich in the sort of “contacts” 
that he sedulously cultivates, but it is a 
bit choosy about its members. Occasional- 
ly, however. he receives or is able to 
wangle a guest card, and in that case he 
is on hand early when the Sunday morn- 
ing foursome are made up. 

He is a confirmed party goer, for Wash- 
ington parties mean “contacts” that can 
be nurtured into friendships and trans- 
lated into the commodity that he sells, or 
intimates that he sells—“influence.” He 
gives cocktail parties himself, usually with 
a client as guest of honor. Such parties, 
held in the small dining rooms of the 
hotels, cost $5 to $10 per person, depend- 
ing on the quality and quantity of the 
liquids arid food that are served. But 
the bill does not bother the Five Percenter 
—the client and guest of honor attends to 
that. 

As for his background, he has been in 
business or public relations, or within the 
last few years has held a Government job 
that gave him an entree to the people who 
count. Or he simply found himself with a 
group of influential friends, including 
some within the White House itself, and 
decided to cash in on those connections. 
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His clients are mostly small business- 
men eager for fat Government contracts 
and thoroughly confused about the way 
to get them. A manufacturer, after hay- 
ing written futilely to various Govern- 
ment procurement agencies, decides to 
come to Washington himself. He tries to 
telephone a top administrator, but gets 
no farther than his secretary. When he 
asks for information, it is suggested that 
he write a letter, and so he is back just 
where he started. 

In this situation, a friend, or a hotel- 
lobby acquaintance to whom he has been 
pouring out his woes, suggests that he 
call on the Five Percenter, the man who 
knows people and knows his way about 
the labyrinth of Government buying of- 
fices. The manufacturer, perhaps reluc- 
tantly, decides that that is the only course 
left. 

The Five Percenter is waiting for the 
manufacturer im his office surrounded by 
his pictures of the capital’s big men. He 
is ready with a stream of easy conversa- 
tion that emphasizes his friendships with 
those who are influential. Perhaps the 
Five Percenter, in a demonstration of his 
power, is able to call the official whom 
the manufacturer could not reach and 
get to him immediately. Sometimes hx 
even can take the prospective client to 
call on the official. 

Of course, the manufacturer is im- 
pressed. He begins to talk terms. Thx 
Five Percenter wants a retainer, $500 o1 
$1,000 a month, whatever he may judg: 
the client to be good for. In addition he 
wants 5 per cent of the gross value of an 
contract that may result from his efforts. 
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Then there is another little matter: Some- 
times the man who introduced the manu- 
facturer to the Five Percenter must have 
his cut, too. This takes the form of a di- 
rect payment of $500 to $1,000—by the 
client, not by the Five Percenter. In the 
trade, it is known as a “finder’s fee.” 

Next, the Five Percenter must get re- 
sults. That is the hitch. He briefs himself 
thoroughly on what the client can pro- 
duce. He inquires into current Govern- 
ment needs. He advises the client when 
to bid and how much to bid. Then the 
“influence” that he peddles comes into 
play. : 

He knows that decisions on contracts 
or purchases are made rather far down 
the line from the top administrator. He 
calls the head man, however, and asks 
him to see if the disposition of his client’s 
bid cannot be hastened. If the top man 
passes down the word for speed, the un- 
derling is impressed, of course, and is 
made aware that his boss has a special 
interest in the contract in question. 

All this is perfectly legal. Neither the 
Five Percenter nor the administrator has 
asked that anything irregular be done to 
favor the client. Nevertheless, the critics 
of the Five Percenter and his system con- 
tend that the administrator’s mere expres- 
sion of interest can be “influence” of a 
high order. 

But the Five Percenter has still more 
tricks in his bag. He calls the subordinate 
official who is handling the case and asks 
personally for speedy consideration. 
Quite casually, he throws in some of the 
big names that he has on the tip of his 
tongue and intimates that they, too, are 
interested. 

Best of all, he may have a friend at the 
White House who will intercede. At least 
he can visit his White House friend and 
use the White House telephone to call the 
procurement official. 

Or he may be able to get the client’s 
Senators or House member interested in 
the case, Congressional inquiries go to the 





procurement office, and they, too, have 
their effect. Otherwise, the Five Per- 
center tries to leave Congress alone. Only 
in extreme cases does he lobby for legis- 
lation, for if he does so he must register 
with both houses of Congress and list his 
employers, how much ‘they pay him and 
what his expenses are. 

Throughout the contract process, the 
Five Percenter is sending daily letters and 
optimistic progress reports to his client. 
He tells the manufacturer whom he has 
seen, how many influential men have 
interested themselves in the case. The 
prospects all look rosy. 

Results, however, are what count. 
Sometimes the Five Percenter actually 
produces, Perhaps more often, he does 
not. In two cases that are on record, 
White House intervention got results 
within 24 hours. In another, it failed 
completely—the under official simply re- 
fused to be impressed. 

The record shows in any event, that 
the Five Percenter has handled some 
huge deals and has been well paid for 
them. His work is not confined to getting 
contracts. He goes to bat for companies 
that are in trouble in Washington and 
perhaps face penalties. He tries to get 
contract-delivery deadlines postponed. 
He has been a heavy dealer in war sur- 
pluses ranging from big purchases of real 
estate to DDT bombs. 

One company had purchased a large 
quantity of these bombs with the idea of 
reselling them profitably. But the price 
broke, and instead the company faced a 
heavy loss, A Five Percenter made in- 
quiries, found that the Army was buying 
DDT bombs again and simply arranged 
for the Army to repossess the company’s 
bombs, most of which were still in an 
Army warehouse, 

Such successes probably are excep- 
tional. Often the client, despite rosy 
reports and the waving of big names, 
grows disillusioned, and simply stops 
making the monthly retainer payments. 





The client is out a few hundreds or 
thousands of dollars and has learned a 
lesson on the ways of Washington. 

How many competitors the Five 
Percenter has is a question he often won- 
ders about. Competition is keen. The 
Washington telephone directory _ lists 
nearly 150 “manufacturers’ agents.” Some 
who make a business of obtaining con- 
tracts for clients list themselves as “busi- 
ness consultants,” and by other such 
titles. It is estimated that, in all, there are 
from 500 to 600 firms and individuals in 
the business. 

Many of these offer real services. They 
keep track of Government purchasing 
needs. They know when bids are to be 
asked for various contracts. They keep 
their clients advised of these things, some- 
thing a small manufacturer finds it ex- 
ceedingly difficult to do for himself. They 
do not deal in “influence.” 

The influence peddler now is in a 
low state of mind. He never knows when 
he may be next on the Senate commit- 
tee’s witness stand. He has no taste for 
proposals to put checks, penalties and 
curbs upon his activities, or make him 
come into the open by registering, listing 
his clients and his income. 

In a good year he may gross $50,000 to 
$75,000. But he knows that the term 
“Five Percenter” is an inexact journalistic 
short cut. There are some who get less 
than he, some more. He scorns the small 
fry who are eager for any crumbs that 
may fall their way. And he is invariably 
pleasant to them because he never knows 
when one of them may throw some busi- 
ness his way—for a_ consideration, of 
course. 

He looks up to and reveres the biggei 
operators, some of whom may be able to 
dignify their charges by calling them 
legal fees. And, like most in Washington, 
he wonders just how firmly established 
the influence business has become, just 
how far into the Government, and into 
business, it reaches. 











Life Around the World 


Occupation official says the plushy life 
is all that holds most Americans in Japan 























TOKYO 


HE OTHER DAY an American occupa- 

tion official told me: 

“I have trouble finding enough to keep 
me busy. Most of us are just fat-catting 
now. The only reason a lot of us don’t 
quit and go home is that it’s so plushy 
out here.” 

Two years ago this same official was 
working 14 hours a day, with only an oc- 
casional day off. He was responsible for 
supervising some of the major political 
reforms that the American forces brought 
to Japan. The change in his workday typi- 
fies the changes that have come in the 
U.S. occupation policy for Japan. To put 
the situation in the official’s own words: 

“The mission we came here to carry 
out is over. No one is much interested in 
reforms any more.” 

In all, there are 165,000 Americans at- 
tached to the occupation. Of these, 5,000 
are civilian employes, 35,000 are de- 
pendents of occupation personnel and 
the 125,000 others are members of the 
armed forces. This big organization was 
set up in 1945 to demilitarize and democ- 
ratize Japan. The physical job of dis- 
arming the former enemy was over by 
the end of that year. And now the pro- 
gram of democratization has practically 
been called off. The biggest job of the 
occupation now is to supervise the Japa- 
nese economy. 

Under occupation rules that are be- 
coming stricter, the Americans who came 
out here to teach democracy to Japan 
now live a life officially isolated from the 
Japanese as much as possible. They are 
forbidden to remain in Japanese homes 
after 11 p.m. They cannot stay in Japa- 
nese hotels, ride Japanese trains, attend 
Japanese theaters, frequent Japanese re- 
sorts or eat in Japanese restaurants. They 


38 








have their own facilities for everything 
—even their own vacation areas. 

The functions of American officials 
have changed startlingly in recent months. 
For example, the official I spoke of earlier 
has just been trying to persuade the 
Japanese Government to make some 
changes in a national law. The negotia- 
tions took place at a meeting between 
the American and a group of Japanese of- 
ficials. He explained to them the impor- 
tance and desirability of making changes 
in the law under discussion, but made it 
crystal clear that he was merely suggest- 
ing and not ordering them to do anything. 

The Japanese listened politely, bowed 
gravely, said they would think about the 
suggestions and left. Whatever the Japa- 
nese might decide eventually, the Ameri- 
can’s job was done. ine 


Argentines’ dream: 
wine into dollars 


MENDOZA, ARGENTINA 

RESH COMPETITION is in store for Cali- 

fornia, France and Italy, if the wine 

makers of Mendoza succeed in their 

plans for making Argentine wine a better 
dollar earner. 





The Argentines like their wine as 
much as any people on earth. Along with 
their record 300 pounds per capita of 
meat annually, they toss off 66 quarts of 
wine per capita. You can generally tell 
the age of an Argentine tot inversely by 
the amount of soda Papa siphons into 
his wine. 

Wine growing is a $200,000,000 in- 
dustry in Argentina that produces more 
than a billion quarts a year. 

Like the French, Argentines consider 
wine a necessary element of the dict, as 
indispensable as bread and meat. The 
Government officially recognizes this by 
putting a ceiling price on common wine, 
along with other basic living essentials, 
Even with several recent price jumps, 
ordinary wine costs only 19 cents a 
quart—or somewhat less than a bottle of 
grade A milk. A few years ago, it was a 
dime. 

Now Argentina wants to bid for more 
of the U.S. market with its premium 
wines, most of which are produced here 
in the Cuyo region where irrigation is 
used in grape culture. But the vintners 
will have to overcome serious problems 
that have developed in the industry be- 
fore output is sufficiently improved to 
compete seriously for American sales. 

Wine producers and bottlers are grum- 
bling about high labor costs, higher 
freight rates, added taxation, shortages 
and higher prices ‘of bottles and corks, 
and increasing Government regulations. 
Bottles are so scarce that grocers are 
now redeeming them for 11 cents each. 
Many wineries claim added costs have 
far exceeded the permissible profit mar- 
gins. One firm’s gross profit from sales 
this year was $1,600,000—as good as last 
year—but it was unable to pay a divi- 
dend. A below-normal grape crop was 
harvested this season. 

Argentine officials, nevertheless, see a 
great future ahead. President Perén has 
created a new commission to develop the 
wine industry. And better wines are free 
of price controls. So Argentine vintners 
are casting a hopeful eye at the American 
dinner table. B. S. R. 
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Special Re 





Bigger and better pensions for 
old persons are being lined up. 
More money for more people is 
likely by mid-1950. 

Maids, cab drivers, small busi- 
nessmen, others are to be in- 
cluded. Pensions for the disabled 
are added for the first time. 

New program means a 70 per 
cent boost in the average old-age 
pension check. Financing it means 
a boost in taxes, too. 


A better deal is taking shape for 
persons who look forward to eventual 
retirement on federal old-age insur- 
ance. Monthly checks are to be much 
larger, there is to be protection against 
permanent disability, more types of 
work will be covered. Tax rates to sup- 
port these benefits will rise. 

Individuals very probably will enjoy 
their improved social security after mid- 
year, 1950. The plan for improvement, 
after long study and compromise, is ap- 
proved by the House Ways and Means 
Committee. It may be acted upon by the 
House of Representatives this year. The 
Senate will not act until 1950. 

You can study the accompanying tables 
and find what the changes to come will 
mean in your case. Alterations may be 
made before Congress completes action, 
but the plan as now worked out will be 
the plan approved, in essentials. 

Many more pecple are to be 
brought into the old-age retirement sys- 
tem. Maids are to be included. Small 
businessmen and some other self-em- 
ployed persons will be insured, along with 
salesmen, cab drivers and others not now 
covered, if plans go through. 

State and local government workers are 
to get the chance to join the federal secu- 
rity system. But present plans exclude 
farmers and farm workers, self-employed 
doctors, lawyers, engineers. 

Retirement checks for old-age pen- 
sions are to be increased for all, once the 
plan now shaped is finally approved. The 
average check for a single retired worker 
is to rise from $26 a month to $45. In 
other cases the increase may be greater. 
A new minimum old-age pension of $25 
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(This article represents the result of an 
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9 extensive research on a problem of out- 


standing importance in National Affairs.) 


YOUR PENSION PROSPECTS: GOING UP 


Congress Works on New Benefits for 1950 


is proposed, where the minimum at pres- 
ent is $10. 

At present a person’s retirement check 
is stopped when he makes more than 
$14.99 a month in work that is insured. 
The new plan, if approved as written, will 
let such earnings amount to $50 a month. 
A person will continue to be allowed, as 
now, to have any amount of income from 
investments. No change is slated in re- 
tirement age, which is expected to remain 
at 65 years for men and women both. 

Disability insurance is to be added. 
No special charge is planned; the general 
rise in Social Security taxes is supposed 
to pay for disability aids. 

If this insurance is approved, a 35- 
year-old man who is unable to work be- 
cause of a heart attack, for example, or 
some injury, may get a monthly pension. 
The amount will equal a single man’s re- 
tirement pay, $45 a month on the aver- 
age, by present rates. Nothing extra is 
scheduled for dependents. 

When a disabled man recovers enough 
to work, the plan is to stop his pension as 
soon as he makes more than $50 a month. 
Regular medical examinations are to be 
provided. 

Taxes are to rise on both employers 


‘and workers. One of the tables compares 


the proposed tax schedule with the sched- 
ule under existing law. The new tax, if 
accepted, will apply to wages and net 
earnings of self-employed persons up to 
$3,600 a year. Present tax is on $3,000 of 
wages. 

Rate of tax, now 1 per cent each on 
employers and employes, is to be in- 
creased gradually to 34 per cent. The self- 
employed are to pay a rate of 4% per cent 
on net earnings, eventually, under the 
suggested plan. 

Individual cases tell the story of 
changes incorporated in the new social- 
insurance scheme. Your financial future 
may look entirely different if these 
changes become law. 

Retired persons now drawing old-age 
pensions will be first to benefit from the 
system that Congress is preparing. They 
are promised larger annuities, about 70 
per cent larger on the average if the Com- 
mittee’s rates are enacted. About 1,500,- 
000 old-age pensions are paid each month. 
Here is how a typical old-age pensioner 
stands to profit: 

He is married, his wife is 65, and he is 
retired after 10 years in an insured oc- 
cupation. He made $300 a month. He has 
no income except his pension, which now 
is $66 a month. Present plans are to give 





tax on worker.) 








Better Times When Earnings End 


(After 20 years of insured employment) 


RETIRED WORKER AND WIFE 


(Assumes that insured employment began in 1937 for 
present tax, in 1950 for proposed tax. Employer matches 


Monthly Pension 


Average Total Tax Payable at 65 Average Monthly l 
Monthly -— Paid by Worker —~ for Life——Y Monthly Pension Pension 
Wage Now Proposed Now Proposed Wage If Single If Married 
$50 $156 $282 $36 $40 $50 $28 $40 
100 312 564 45 80 100 55 80 
150 468 846 54 91 150 60 91 
200 624 1,128 63 99 200 66 99 
250 780 1,410 72 107 250 72 107 
300 780 1,692 72 116 300 77 116 
FEDERAL PAYMENT EACH MONTH TO SURVIVORS 
Worker’s Dependent 
Average Widow, 65 Widow (any age) Widow, Parent, 
Monthly ———or Older——— -—and 1 Child— -—2Children—~ -——65 or Older—~ 
Wage Now Proposed Now Proposed Now Proposed Now Proposed 
$50 $18 $21 $30 $40 $40 $40 $12 $21 
100 23 4l 38 80 53 80 15 4 1 
150 27 45 45 91 63 120 18 45 
200 32 50 53 99 74 132 21 50 
250 36 54 60 107 84 143 24 54 
300 36 58 60 116 84 150 24 58 


THE TOTALLY DISABLED 


(Proposed assistance for the perma- 
nently disabled. No such benefit is 
provided now.) 


Monthly 











Special Report 





him $110 a month as soon as Congress 
enacts the new law. 

Widows with dependent children 
are in line for more aid. About 1,000,000 
families now draw survivors’ insurance. 

A typical case is that of a widow with 
two children, whose husband made $100 
a month for 10 years before his death. 
She is getting $48 a month. That is to rise 
to $80. 

The maximum benefit that any one 
family can get is $85 a month, and that 
is to be raised to $150 if Congress agrees. 

A married worker who retires in the 
future, after 20 years of insured employ- 
ment at average wages of $3,000 a year, 
is to get $107 a month for an old-age 
pension under the Committee plan. Ex- 
isting law offers him a pension of $72 at 
most. 

Working married couples stand to 
gain the most, in higher pensions, from 
the proposed new insurance rates. 

By present law, a man and working 
wife can expect a maximum federal re- 
tirement pay of $144 a month when they 
retire at 65, after 20 years’ work and 
yearly earnings of $3,000 or more, apiece. 
The Committee rates would enable them 
to get a total of $214 a month in retire- 
ment pay. 

If disabled, an insured worker in the 
future will draw a monthly pension ac- 
cording to his income and length of em- 
ployment, under the outline approved by 
the House Committee. After a man has 
worked 10 years in covered industry, he 
is to be eligible for disability pay rang- 
ing from $26 up to a top of $74 a month, 
depending on past earnings. 





-Ford 


THE YOUNG WORKER 
Higher taxes... 
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Rise for Pay-Roll Taxes 


Present law: Worker and employer 
each pays, on wages up to $3,000: 


1937-49 1% 
1950-51 12% 
1952 and on 2% 


Proposed law: Up to $3,600 of em- 


ploye’s wages or self-employed’s net 
earnings: 
Worker and Insured 

employer self-employed 

y each _ Person 

is to pay is to pay 
1950 1%A% 24% 
1951-59 2% 3% 
1960-64 22 % 3% % 
1965-69 3% 42% 
1970 and on 3% % 4% % 











After 20 years’ employment, an in- 
sured worker is eligible for disability pay 
ranging from $28 to $77 a month. 

A man on a company pension is to 
be offered the same increases in his fed- 
eral retirement pay that other insured 
workers get. The Committee bill does not 
change existing law in this respect. 

A 65-year-old coal miner, for example, 
may be getting $100 a month from the 
miners welfare fund. Assuming he is mar- 
ried, and worked 10 years after 1936, 
earning $150 a month, he can get a fed- 
eral old-age pension of $50 a month now. 
That gives him $150 a month income in 
retirement. With the Committee’s new 
rates, his pension would rise to $87, giv- 
ing him $187 retirement income a month, 
more than he made each month during 
the last 10 years of work. 

The high-income man is to be eli- 
gible for the federal pension too, if he has 
worked in insured employment. No 
“Need” provisions are written into the 
plan the Committee approved. 

A successful businessman, owner of 
his business, is a good example. Assume 
that he starts paying Social Security tax 
in 1950, and that he retires in 1955, at 





Broadening Social Security 


Now: About 35,000,000 workers are 
insured. 


Proposed: About 46,000,000 workers 
are to be insured. They are: 
35,000,000 workers now insured 
5,000,000 self-employed (excepting 
; farmers, also nonsalaried 
doctors, lawyers) 
3,800,000 State and local-government 
employes 
750,000 domestic servants 
600,000 employes of nonprofit 
institutions 
255,000 workers in Puerto Rico, 
Virgin Islands 
150,000 employed outside U. S. 
100,000 in miscellaneous groups 














_, 


age 65. He may have an income of $150 
a month -from investments, and $300 a 
month from insurance annuities. His wife 
may have an independent income too, If 
he made more than $3,600 a year, 1950 
through 1954, he is to be entitled to a 
federal pension of $108 a month for life, 
by present plans. His total tax contribu- 
tion, from 1950 through 1954, would be 
$513 at the suggested rate. 

Prospective changes in social in- 
surance will affect many people, other 
than those who get higher benefits. 

Housewives, for instance, may haye 
to pay and collect taxes on wages they 
pay maids or other servants. The actual 
method that will be used to tax servants 
wages has not been announced, pending 
final congressional action on the Social 
Security amendments. A tax-stamp meth- 
od is discussed. 

A grocery-store owner, if suggested 
rules become law, would pay $81 securi- 
ty tax in 1950, assuming he made $3,600 
or more in net earnings. He and other 
self employed persons probably will pay 
any security taxes along with regular 
federal income tax. 

Social insurance, in the style of- 
fered by the House Committee, is to be 
more important than ever before, from 
the individual’s view. The tax would rise. 
Benefits would equal and often exceed 
those offered by company pensions, wel- 
fare funds. The Committee’s bill also 
proposes to give the aged needy, blind 
persons and dependent children more 
federal aid. It signals a start on the first 
big expansion of Social Security since 
1935, when the original act was passed. 


—Acme 
THE OLD-AGE PENSIONER 
... higher benefits 
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SMALL RAISES IN BIG INDUSTRIES 


Hearings on Steel Dispute Indicate Trend 


Steel dispute is expected to 
end with small raise for workers 
after fact finders report. Pensions 
probably are out for this year. 
Settlement without strike now 
seems likely. 

Outcome will influence labor 
relations in other industries for 
the next 12 months. Autos, farm 
machinery, electrical equipment 
are among those with a big stake 
in the outcome. 

Big industry's relations with unions 
for the next 12 months are being 
shaped in hearings now coming to a 
close before a presidential fact-finding 
board. That board is directly con- 
cerned with settling a wage dispute in 
steel, but its findings are expected to 
form the basis for wage settlements in 
the automobile, electrical-equipment 
and other major industries. 

As the steel companies and the CIO 


Steelworkers build up their cases before 
the board, it becomes possible to look 


CIO‘S MURRAY AND GOLDBERG 
Union viewpoint: Past profits were high 


AUGUST 26, 1949 


ahead to the probable outcome of the pro- 
ceedings. Appraisal of those who are close 
to the hearings is this: 

A strike in steel appears to be less 
than a 50-50 chance. Neither unions nor 
employers want it, and the board’s recom- 
mendations probably will pave the way 
to an agreement. 

A wage increase, small by postwar 
standards, is viewed as almost a certainty. 
The increase is expected to be within the 
range of 5 to 10 cents an hour, Any in- 
crease recommended by the board will be 
resisted at first by the companies, but in 
the collective bargaining that follows the 
board’s report the companies probably 
will yield to avoid a strike. 

Pensions, demanded by the union 
along with wage increases, are not likely 
to be granted this year. Industry repre- 
sentatives believe that the board will not 
recommend pensions after weighing the 
evidence presented by the steel com- 
panies. The companies contend that their 
contracts with the unions eliminate pen- 
sions as a bargaining issue before next 
April. What is more, they say that earn- 
ings in their industry are too unstable to 
permit payment of pensions in the amount 
demanded by the union. 

Pensions will be a subject for plenty of 





future bargaining in this and other indus- 
tries, but, if a settlement in steel is 
reached without a provision for pensions, 
this issue will fade in importance in the 
serious bargaining over 1949 contracts in 
other industries that will follow settle- 
ment of the steel dispute. 

Chances of a strike in steel will be 
much greater if the board does the un- 
expected and urges the industry to bar- 
gain over pensions at this time. Most of 
the steel companies will resist pensions 
even if their resistance means a strike. 
And the union, if backed by a pension 
recommendation from the board, may de- 
cide that 1949 is a good year to force a 
showdown on the pension issue by fight- 
ing for this demand on the picket lines. 

The steel industry feels that, if it can 
postpone a shewdown on pensions and 
other welfare benefits until next year, 
it will be in a stronger position by that 
time to resist granting the union’s de- 
mand, That is because Congress in 1950 
may increase retirement benefits under 
the Social Security Act to a point where 
pressure for industry pensions will be 
relieved. The House Ways and Means 
Committee already has recommended 
that Social Security pensions be doubled, 
but final action on the recommendation 





-—Wide World photos 


BETHLEHEM STEEL’S HOMER AND LARKIN 
Company viewpoint: Future profits are uncertain 
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probably will not come until next year. 
The Committee proposal would almost 
double the maximum pension of a family, 
raising the figure from $85 to $150 a 
month, (See page 39.) 

A steel strike can be delayed by in- 
junction for 80 days even though the 
board’s findings do not bring a settlement 
of the wage and pension dispute. Presi- 
dent Truman has authority under the 
Taft-Hartley Act to ask the courts to en- 
join the union from striking, if he finds 
that a strike would endanger the national 
health and safety. Such an injunction 
would delay a strike showdown until 
December, 

In weighing the evidence on which to 
make a recommendation, the fact-finding 
board must wade through thousands of 
words of testimony. In essence, however, 
that testimony boils down to these points: 

The union, in demanding wages and 
welfare benefits totaling 30 cents an hour 
per worker, ties its claim to past profits of 
the steel industry. Union witnesses con- 
tend that profits after taxes for the first 
quarter of 1949 for 19 companies were 
six times as high as they were 10 years 
earlier and two and one-half times as high 
as in the war years. They say that pro- 
ductivity rose 50 per cent from 1939 to 
1949; that the 19 companies’ return on 
investment is at an annual rate of 15.4 
per cent, and that, in relation to other 
industries, the profits of steel have in- 
creased substantially but the steelworker 
has not received his share of this in- 
crease and his buying power has not 
kept pace with that of workers in other 
industries. 

For these reasons, it is argued by the 
union’s president, Philip Murray, and his 
staff that the steel industry is able to pay 
the full amount requested. 

The steel industry, in reply, takes 
the position that wage increases and a 
welfare plan cannot be paid for out of 
past earnings, since this money has been 
used. Much of it has gone back into the 
business. The prospect of future earnings, 
it is argued, is not bright enough to justify 
granting the increase demanded. Figures 
from company earning statements are 
cited to back up these points. 

The case presented by Bethlehem Steel, 
one of the largest steel producers, typifies 
the industry’s attitude. Bethlehem’s presi- 
dent, A. B. Homer, and his associates 
buttress their arguments by quoting the 
earning record of the company and its 
employes in recent years. These are some 
of the points they make: 

Bethlehem profits are not excessive, 
have averaged 6.3 per cent on sales since 
the war, compared with 8.1 per cent in 
1940; wages have risen faster than living 
costs, with hourly earnings up 98 per 
cent since 1940 in contrast to a 69 per 
cent rise in the cost of living; hourly 
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wages at Bethlehem are 22 per cent 
higher than the average for all manu- 
facturing; Bethlehem wages have _in- 
creased at a rate far exceeding the rate 
of increase of productivity. 

Steel companies all stress the point that 
production is off from the high marks of 
the first quarter and that orders and pros- 
pects for orders are down. 

Other industries, too, have a big 
stake in the outcome of the steel hear- 
ings. 

Auto companies are marking time in 
their wage negotiations, awaiting a deci- 
sion in steel. The largest producer, Gen- 
eral Motors Corp., has a two-year con- 
tract that extends into next year, Other 
manufacturers are anxious to avoid rais- 





RAILROADS FORCED 
TO NEW ECONOMIES 


Nearly 1,000,000 railroad workers, all 
but those who actually man the trains, 
will have their work weeks shortened 
from 48 to 40 hours on September 1, with 
no reduction in pay. This change poses 
new problems for the railroads, provides 
more leisure and less overtime for em- 
ployes, and mildly affects a portion of 
the train-riding public. 

For the railroads, the big problem 
is how to meet this added expense, 
amounting to a 20 per cent increase in 
hourly pay, at a time when revenues are 
off. The presidential emergency board, 





-Union Pacific Railroad 


RAILROAD SECTION CREW 
...a@raise means an economy wave 


ing their labor costs while their leading 
competitor sits tight. 

Electrical equipment companies are 
resisting wage increases on the ground 
that business is on the decline. Decision 
in steel may not be followed precisely in 
this industry because of earning position, 
but steel’s decision will have some bear- 
ing. 

Farm-equipment manufacturers are 
holding back until steel acts. 

Coal showdown probably will be de- 
layed until later. John L. Lewis wants to 
reduce the stockpiles enough so that his 
bargaining position will be stronger. He 
now has his miners on a three-day week. 

In other industries, too, the showdown 
is being delayed. Steel, if it grants a 
raise, may not set a fixed pattern for other 
industries, but it still will exert a strong 
influence on wage decisions elsewhere. 


which recommended the shorter work 
week last December, estimated the 
change would cost the roads an additional 
$450,000,000 a year. Decline in employ- 
ment on the roads promises to reduce that 
figure somewhat, but the cost probably 
will bé close to $400,000,000 a year. 

_ Money-saving plans already are in 
effect on many roads, and others will be 
adopted later. These economies are taking 
many forms. 

Diesel locomotives, for example, have 
been bought in large numbers to reduce 
the cost of running trains. Substituting 
Diesels for steam locomotives is the surest 
way to save big money, railroad men say. 
The Pennsylvania Railroad estimates that 
savings from its 575 Diesel engines 
amount already to 31 per cent of the 
cost of these engines. Another road found 
that the cost of operating Diesels in 
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switching operations was from 57 to 72 
per cent lower than steam-locomotive 
costs, depending upon the city. 

Labor-saving devices, too, are being 
installed in the move to save money, In 
the offices, these include bookkeeping ma- 
chines and pay-roll compilers. Machines 
that sell tickets automatically and also 
make change are showing up here and 
there. In the shops and on the tracks 
much use is being made of electric tie 
tampers and spike drivers, mechanical 
car cleaners, and power trucks and lifts 
in freight stations. 

Freight offices in many cities will be 
closed on Saturdays and Sundays, al- 
though arrangements will be made for 
handling perishables and freight in car- 
load lots. Train services will be curtailed 
here and there, but not enough to incon- 
venience passengers very much, Outlying 
passenger stations, those employing only 
one or two persons, will be closed Satur- 
days as well as Sundays, or will be open 
for fewer hours. Passengers taking trains 
from these points on Saturdays will pay 
their fares on the trains. 

The extent to which some roads are 
revising their methods of doing business 
is shown by moves already announced. 
The New York, New Haven & Hartford, 
for example, says it will close 90 ticket 
offices and 235 freight houses on Satur- 
days and Sundays. The Boston & Albany 
announces that it will close all freight 
houses on Saturdays and Sundays and 
all but seven ticket offices. 

Work weeks will be staggered for 
track forces and others in a move to 
eliminate as much overtime as possible. 
Supervision will be increased to insure 
increased efficiency and less loafing on the 
job. Services and offices will be consoli- 
dated wherever possible. 

Roads with the most passenger service 
are expected to be hit harder by the 
change in the work week than those 
whose volume of freight business repre- 
sents a larger part of their revenue. That 
is because it will be easier to curtail 
freight service than passenger service on 
week-ends. 

For workers, the shift means a 20 
per cent increase in hourly pay, Many, 
however, will find themselves getting less 
overtime than in the past as the roads 
reduce this type of expense. There will be 
more time for amusement and week-end 
travel. 

Many workers who have been laid off 
in recent months are expecting to be 
called back to their jobs, for the shortened 
work week is sure to force many roads to 
hire more people. Employment on the 
railroads is down to 1,200,000 from the 
wartime peak of 1,420,000. 

About four of every five workers em- 
ployed by the railroads will be affected 
by the change. 
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Torrington Needle Bearings provide 


longo" : 








Coldwell-Philadelphia depends on 
compact Needle Bearings in wheels 
and clutches to last the life of its 


power mowers, 


Needle Bearings have tremendous radial load capacity and low fric- 
tion... yet occupy less space than any other type of anti-friction bear- 
ing. The design assures an ample reserve of lubricant to cushion wear. 

Gain the sales and service appeal of dependable anti-friction per- 
formance, despite space limitations, by specifying Torrington Needle 


Bearings. Our engineers will be glad to lend a hand. Write us today. 


y/ 
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Spherical Roller « 
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Curtiss-Wright uses 15 Torrington Needle 
Bearings in the pitch change mechanism of 
B-36 propellers to provide high capacity in 
limited space. 


Torrington, Conn. . 





Tapered Roller + Straight Roller - 








American Brake Shoe Co. reduces 
wear at the wrist pin of Kellogg- 
American Air Compressors with 
Needle Bearings. 


THE TORRINGTON COMPANY 
South Bend 21, Ind. 
District Offices and Distributors in Principal Cities 

of United States and Canada 
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REPORT ON= 
“A New Technique in Journalism’ 


5 


A magazine to be an effective medium in which to advertise to those 
men who influence large purchases of equipment and industrial services. 
must print not only the kind of news that they need to know, but news 


which is available nowhere else. 


Last September. U.S. NEWS & WORLD REPORT instituted an original 
news feature of great significance and value to its readers. This feature 
—‘‘give-and-take press conferences” with men of outstanding prominence 
—has been widely commented upon and quoted by several hundred news- 


papers throughout the country. 


The great interest being shown in the results of these conferences, held 
in the offices of U.S. NEWS & WORLD REPORT, is hardly to be won- 
dered at when one realizes exactly who was interviewed and what 


was discussed at each conference. 


To refresh your memory, you will find on the oppo- 
site page, a list of the important men with whom 


these give-and-take conferences have been held. 











BUNSHIRO SUZUKI, Japanese Editor CHESTER W. NIMITZ, Fleet Admiral 


MARTIN W. CLEMENT, FREDERICK B. RENTSCHLER, 
Chairman of the Board of P. R. R. Chairman of United Aircraft Corp. 


GEORGE GALLUP, GERARD D. REILLY, former member NLRB 


Director, American Institute of Public Opinion 


GERHARD P. VAN ARKEL, 
FOUR GERMAN EDITORS former General Counsel NLRB 


ERIC JOHNSTON, REESE TAYLOR, 


f President of U.S. 
SOE PERS aE U.S: Chamber af Commeces President of Union Oil Company of California 


JOHN L. LEWIS, 


President of United Mine Workers LEON H. KEYSERLING, 


Vice-Chairman, Council of Economic Adviserg 


PHILIP MURRAY, President of CIO 
BENJAMIN F. FAIRLESS, 


President of U.S. Steel Corporation 


ROY A. ROBERTS, 
President of Kansas City Star 


WILLIAM GREEN, President of A.F.L. 
TOM CLARK, Attorney General 
ARTHUR J. ALTMEYER, 
JUAN A. BRAMUGLIA, Social Security Commissioner 
Argentine Minister of Foreign Affairs 
CHARLES F. BRANNAN, 
ALAN B. KLINE, Secretary of Agriculture 


President of American Farm Bureau Federation 


EMIL SCHRAM, 
EDWIN G. NOURSE, President New York Stock Exchange 


Chairman, Council of Economic Advisers 


MARRINER Ss. ECCLES, WwW. F. HALSEY, Fleet Admiral 


Member of Board of Governors, Federal Re- 


serve System HERBERT HOOVER, ex-President of U.S. 
JOHN FOSTER DULLES, chairman of 


U.S. Delegation to United Nations General 
Assembly in Paris 


W. RANDOLPH BURGESS, 
Vice Chairman, The National City Bank of N.Y) 


* 


USEFUL NEWS BY IMPORTANT PEOPLE 
* 


U.8. News & World Report 
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* OSEFUL NEWS FOR IMPORTANT PEOPLE «x 


("Knowledge is Power"’) 














There soon is to be $275,000,000 on 
hand in the U.S. Treasury for farmers 
who want to construct or improve build- 
ings on their farms. This is part of the 
money to be made available under the 
Housing Act of 1949. The plan is to help 
about 135,000 farmers to make improve- 
ments and repairs during the next four 
years. 

This money is to be handed out to those 
who want it and can meet the conditions 
through the Farmers Home Administra- 
tion of the Department of Agriculture. 
Loans will be made on liberal terms, In 
addition, subsidies and outright grants 
in some cases will go to farmers who 
can’t make repayments, Advances will be 
on a first come, first served basis. 


For what purpose can the money be 
used? 
The money that a farmer gets on a loan 
under the housing program can be used 
to repair, alter or improve a farm home 
or other buildings on the farm. Or it can 
be used to put up new buildings. Im- 
provements can include such things as 
new heating and water systems, electric 
wiring, wells and the building or repair- 
ing of barns, cribs and other structures. 


Can it be used to buy machinery? 
No, Its use for machinery, equipment or 
livestock is not authorized. 


How large can a loan be? 

There is no top limit in dollars. Present 
expectation is that the loans will average 
about $2,200. In some cases, they will be 
considerably larger. But many farmers 
who could afford to spend large amounts 
for repairs or new construction, probably 
could raise the money elsewhere. So they 
could not qualify for these loans. 


How does a farmer go about getting 
help under this program? 

He applies at the local office of the 

Farmers Home Administration in_ his 

county: This office usually is located at 

the county seat. The local offices soon will 

have necessary application forms. 


Is money to be available to any 
farmer who wants it? 

No. It won’t be quite that simple, To get 
a loan or grant, a farmer must show that 
he can’t get a loan elsewhere, or hasn’t 
the necessary money on hand, to make the 
improvements. In other words, it will be 
the low-income farmers who will benefit 
most from the program. Where a loan is 
involved, a farmer usually must show 
that he can make repayment from farm 
revenue or other income. 
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een Asked: 
WHO GETS FEDERAL AID FOR FARM BUILDING 


Can a farm tenant get aid, too? 

No. Only the actual owner of a farm can 
qualify, But the owner can get money 
to build new homes, or to improve pres- 
ent housing, for his tenants, sharecrop- 
pers or farm laborers. He can’t raise the 
rent, on the basis of these improvements, 
without getting approval of the FHA. 


Are outright grants to be made? 

In the majority of cases, aid will be in 
the form of loans. That is, the farmer 
usually is expected to pay the money back 
with interest. But, in some special cases, 
the farmer doesn’t have to repay all of 
it. Or he is given an outright grant, with 
no repayment called for at all. 


What are the terms on loans? 

A farmer can have up to 33 years to make 
repayment in full. On small loans, he will 
be expected to pay in a shorter time. 
Interest rate is 4 per cent. 


Are the loans direct or insured? 
They are direct loans from the Govern- 
ment. That means they are altogether 
different from housing loans where the 
borrower makes all arrangements with a 
bank or other lending institution and the 
Government insures or guarantees repay- 
ment. 


Suppose a farmer can’t repay? Does 
he lose his farm? 

Not necessarily, If a farmer can’t meet 
his payments through no fault of his 
own, he usually can get a moratorium. 
That might be the case where his crops 
are damaged by drought, a tornado or 
other disaster, No limit is set on how long 
such a moratorium can run. Furthermore, 
in cases of extreme hardship, interest pay- 
ments can be waived during periods of 
deferred payments. 


What if a farmer is operating at a 
loss? Can he get a loan? 

Sometimes he can. The program calls for 
loans to such farmers in certain cases 
where the farms can be improved to put 
them on a paying basis. But these farmers 
must agree to revise their operating meth- 
ods and make other improvements, That 
is where the subsidies come in. 


How do the subsidies work? 
During the first five years of these loans, 
the Government can cancel the install- 
ment payments if a farmer can’t meet 
them. Also, interest payments can be “for- 
given.” But the total subsidy cannot 
amount to more than one half of the prin- 
cipal loan plus interest during a five-year 
period. 


Can loans ever be used to buy more 
land? 
In some cases, yes. But that is permitted 
only where additional land is needed to 
put a farm on a paying basis so that a 
loan can be repaid. In such cases, money 
from a loan also can be used for improy- 
ing land by clearing, draining, fencing or 
terracing. 


What about outright grants? Who 
can get these? 
That part of the program applies only to 
farms that are not self-sustaining and 
can’t be made so. A grant of up to $500 
can be obtained to make repairs to farm 
homes and other buildings, to do away 
with unhealthy or unsafe conditions. Or 
owners of these farms can get a combined 
loan and grant up to $1,000, with repay- 
ment of one half of the amount required. 


When can applications be made for 
loans and grants? 
FHA is now preparing instructions and 
forms for its county offices. These will be 
delivered soon. The county offices al- 
ready are staffed. The program cant 
start, however, until Congress makes an § 
appropriation. That is expected to be 
done within a few weeks. FHA officials 
say the program probably will get under 
way within a month after Congress acts. 


How long will it take to get a check? 
Present plans are to send out checks in 
from 30 to 60 days after applications are 
received. 


Who passes on applications? 

All processing is to be done in county 
offices, Applications will be studied by 
members of county committees of the 
FHA. In some cases, they will inspect in- 
dividual farms before approving loans 
and grants. In other cases, actual inspec- 
tions will not be needed. Sometimes 
these committees will look into the credit 
standing of a farmer, or even ask for a 
written statement from a bank to show 
that a loan cannot be obtained there. But 
county committees are made up of local 
farmers, and they often will know in ad- 
vance whether an individual farmer is 
entitled to one of the Government loans 
or grants. They will not have to make a 
personal investigation. 


Money from this new farm building and 
improvement program thus will begin to 
flow out within a few weeks. The Hous- 
ing Act authorizes $275,000,000 in loans 
and grants over a four-year period. Great- 
est benefits from this money are expected 
to go to owners of low-income farms. 
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Trend of American Business 








24th and N Streets, N.W. 
Washington, D. C. 


Bigness in business is due to get increasing attention from Congress. 

Antimerger bill has passed the House by a big majority--223 to 92. 

New antimerger measure is designed to plug an antitrust-law loophole. It 
would give Federal Trade Commission power to stop one company from buying assets 
of another company. There is nothing to prevent that under the present laws. 

Mergers from 1940 through 1947 influenced House action. Congressmen were 
told that in that period 2,500 manufacturing and mining firms were bought up. 

The House, apparently, was convinced that this is a trend that should be con- 
trolled. Senate action at this session is unlikely, but pressure will go on to 
get the measure on the books next year. The Administration is all for it. 








In more detail, this is what the House bill proposes to do..... 

Prevent mergers of any companies where competition would be reduced. 

Bar sales of small companies to large companies where monopoly might be pro- 
moted, or where the effect would be to reduce competition "substantially." 

Two or more small companies, however, could merge to improve competitive 
positions in their industry. The Government has no objection to such combines. 

Bankrupt companies, shaky companies also could sell out to competitors. 











Point is made by sponsors of the bill that 250 large companies already con- 
trol about two thirds of U.S. industrial facilities. Four companies are said to 
have 64 per cent of steel output; two have 90 per cent of aluminum; four have 82 
per cent of copper output; three have 85 per cent of automobile production. 

Trend toward bigness is disapproved in the House. Senate view may prove 
more moderate, but attacks on bigness in business are popular, politically. 











Antimonopoly laws beyond the antimerger bill also are being considered. 

Monopoly investigation by a House subcommittee is being pushed. It is under 
Representative Celler (Dem.), of New York, father of the antimerger bill. 

Mr. Celler's attitude is that the antimerger bill, if passed, may stop the 
present trend toward mergers, but that perhaps something ought to be done about 
existing concentrations. Senate investigations may take the same tack. 








To get perspective, this point should be noted: Businesses have grown 
steadily bigger in the U.S. since the first antitrust law was enacted in 1890. It 
seems to be a trend that cannot be stoppec by legislative actions. 

Antitrust laws also have a way of being shunted aside in emergencies. They 
were suspended, in effect, under NRA in the depression. They were forgotten in 
the war, when Government wanted industry to co-operate rather than to compete. 





Definite figures now are available that explain the business downturn. 

Total value of goods and services in the U.S. took a moderate nose dive in 
the second quarter of this year--the period from April through June. 

OQutput--known as gross product--fell $6,500,000,000 a year to a rate of 
$256,000,000,000. The rate was $14,000,000,000 a year below the 1948 peak. 

The decline, however, was due chiefly to business decisions to quit build- 
ing inventories and start cutting them. Inventory buying during the first 
quarter of the year amounted to $4,100,000,000 a year. In the second quarter, 
businessmen were dipping into inventories at the rate of $2,800,000,000 a year. 
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TREND OF AMERICAN BUSINESS-- (Continued) 


That amounts to a $6,900,000,000 drop in output. It gives statistical evi- 
dence that the decline to date stems from business inventory policy. 


In other fields of activity, outlays have been holding up rather well. 
Consumer spending, at $178,200,000,000 a year, was above first quarter. 
Newconstruction, at $16,500,000,000 a year, was down only fractionally. 
Private investment in equipment, at $20,300,000,000, also fell moderately. 
Government spending on goods and services rose to $43,100,000,000 a year. 
The export surplus, at $800,000,000 a year, also was up fractionally. 
These figures provide further evidence that people have been buying and con- 
suming goods faster than producers have been making them. Continuation of that 
trend would lead to a rather early upturn in the production of goods. 

















Fact is noted by the Commerce Department that, so far this year, output is 
running about even with the 1948 average, although it's down from the peak. It is 
also noted that personal income and personal spending have been remarkably steady 
for the five-month period from February through June of this year. 

Official conclusion is that, if this is a recession, it's a proSperous one. 


Building activity is second to automobile output as a business mainstay. 

New construction so far this year is ahead of last year in dollar volume. 
Outlay for the first seven months was $10,300,000,000, up 3 per cent from 1948. 

Private building, at $7,500,000,000, was 5 per cent under last year's total 
for the January-July period. But public building, at $2,800,000,000, was a third 
larger than a year ago. Schools and hospitals account for most of it. 

These are official estimates of the Bureau of Labor Statistics. 














In July, building activity scored a 10 per cent jump over June and was 2 per 
cent above July, 1948. Outlook is for a continued rise in August. 

New records in monthly dollar outlays were made in July for privately 
financed public utilities, for schools and hospitals, for conservation projects. 

Private home building in July amounted to $700,000,000, a $100,000,000 jump 
over June and almost up to the $707,000,000 spent in July, 1948. 

Industrial building was the only type of construction activity that showed 
a drop from June to July. These projects were considerably below July; 1948. 

All in all, the construction industry shows great strength. And when this 
industry is active it leads to activity among suppliers and other businesses. 











World Bank is stepping up its international lending activities. 

India gets a $34,000,000 loan to develop that country's railroad system. 

Other loans to India are being processed. They call for electric-power 
developments and farm-machinery purchases. All told, $75,000,000 is involved. 

Dollar loans to India by the Bank mark the first borrowing by that nation 
outside of pounds sterling. It's a sign of the weakness in sterling financing. 

The Indian loan, however, will ease the sterling area's dollar drain a bit. 
India won't have to call upon the area's dollar pool to make purchases of rail- 
way equipment and other goods in the United States and in Canada. 








World Bank loans also have been made recently to Holland and to Finland. 

Holland got a $15,000,000 reconstruction loan. Finland got $12,000,000. 

A timber loan for Central Europe also is being discussed. This involves 
advances to Czechoslovakia, Yugoslavia and other countries to increase timber 
output that will be sold to Western European nations. It's rather complicated. 

This activity is giving rise to rumors that the Bank will be in the market 
before long for new funds. Bank officials, however, deny any imminent action. 





Business loans by U.S. banks are rising again, after a lengthy decline. 
This is interpreted as a sign that businessmen are again buying for inventory. 
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A new train — and a new experience ... Flashing over 
the rails between Norfolk, Va., and Cincinnati, the colorful 
Arrow sets a new standard in fast, luxurious travel— new com- 
fort, new beauty and sincere hospitality. Every new feature 
of this modern train is designed for one purpose — to make 
your trip one of genuine enjoyment. The new Powhatan 
Arrow is one of the truly fine trains of America. 

The Arrow traverses a beautiful and exciting land — from 
the famed beach resorts on the Atlantic Coast of storied Vir- 
ginia through broad valleys flanked by the majestic Blue 
Ridge and Allegheny mountains, through the great coal 
fields of southern West Virginia and into fertile farm lands 
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TAX RELIEF YOU CAN EXPECT 


Excise Cuts, Easing of Rules Due Next Year 


Taxpayers are to get some re- 
lief in 1950. There are to be direct 
cuts, new and easier rules—some- 
thing for everybody. 

Excises are to be reduced. 
Stockholders may get a break on 
dividends. Businesses may be al- 
lowed to offset losses against the 
next five years’ gains. Deprecia- 
tion rules may be eased. 

Personal taxes will be cut little, 
if any. Corporate rates are not 
likely to be changed. 


Tax relief, on a scale broad enough 
to affect the pocketbook of nearly 
everybody in the country, is taking 
shape for the election year 1950. 

Congress no longer shudders at the 
idea of an unbalanced budget. At present 
tax levels, the Government will not be 
able to balance the budget this fiscal year 
or next. Nevertheless, Congress is deter- 
mined to push ahead with some sub- 
stantial tax cuts in 1950, and _ possibly 
more in 1951 and later vears. 

Tax changes, when they come, will 
be on a selective basis. Congress is not to 
be expected suddenly to upset the reve- 
nue system. Both Senator Walter F. 
George (Dem.), of Georgia, and Repre- 
sentative Robert L. Doughton (Dem.), of 
North Carolina, who head the two tax- 
writing committees in Congress, want tax 
relief, but within bounds. (See interview 
with Senator George on page 32.) 

What appears likely is a gradual easing 
of the federal tax burden, Not all the 
relief measures now being discussed are 
to come in 1950, An analysis of tax plans 
and _ priorities, thus, becomes important. 

Excises are to get top place on the 
1950 relief schedule. Current plan is to 
drop, at one time, wartime increases, ex- 
cept those on liquor and tobacco. 

If this happens, there will be sharp tax 
reductions on a wide variety of goods and 
services, including admissions, furs, jew- 
elry, cosmetics, luggage, cameras, tele- 
graph and telephone tolls, passenger 
fares, light bulbs and club dues. The 3 
per cent tax on freight will be dropped. 
Actually, Congress may not stop with 
wartime increases. For example, there is 


50 


strong support for cutting the tax on busi- 
ness and store machines, which were not 
affected by wartime rate advances. 

Personal taxes, in some cases, may 
be included in the 1950 relief program. 
General cuts are widely favored, but these 
are to be limited by the budget. 

Rate cuts may have to wait. 

Exemption increase is more likely, 
but even this is not certain. Higher ex- 
emptions are supported as a way of 
giving little taxpayers a hand, 
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REPRESENTATIVE DOUGHTON 
... a break for pocketbooks? 


Salaries, wages and other earned in- 
come are being considered for special tax 
treatment. Senator George suggests this. 
Until 1943, earned income up to $14,000 
was allowed a 10 per cent tax credit. 
Revival of this system in 1950 seems 
doubtful, but it may stand a chance of 
being revived later. 

Stockholders stand a good chance of 
some relief from double taxation of divi- 
dend income in 1950, Senator George 
urges a percentage credit to the stock- 
holder for taxes already paid by the 
corporation. This also is favored by Emil 
Schram, president of the New York Stock 
Exchange, who recently offered a tax pro- 
gram of his own to President Truman. 
Mr. Schram sees relief from double taxa- 
tion as one means of stimulating the 
market for common stocks. In this view, 
he is joined by Thomas B. McCabe, Chair- 
man of the Federal Reserve Board. 





Capital-gains taxes are likely to 
remain at present levels, at least through 
1950. Relief, however, may come in the 
form of changes in tax rules. 

Holding period for long-term gains 
may be shortened from six months to 
three or four months. Under present law. 
profits realized from the sale of property 
held less than six months are subject to 
regular income rates. 

Capital losses are being considered 
for easier tax treatment. Under present 





—Harris & Ewing 
EMIL SCHRAM 


...an end to double taxation? 


law, a taxpayer may offset a capital loss 
against ordinary income at a rate of 
$1,000 a year for five years. Mr. Schram, 
among others, suggests that this be raised 
to $5,000 a year. 

Pay-roll tax for old-age insurance, 
now 1 per cent each for employer and 
employe, is to rise to 1% per cent on each 
next January 1. That is provided by pres- 
ent law, and there is little pressure to 
change it. In later years, under plans 
recommended by Mr. Doughton’s Ways 
and Means Committee, the rate will rise 
still further. (See page 39.) 

Corporate taxes, at least through 
1950, are likely to remain at present 
levels. Any future search for new revenue 
will be almost sure to center on corporate 
profits. Senator George suggests raising 
the corporate rate and, at the same time, 
reducing the individual rate, so that the 
top rate for individuals. would be only 
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—Messner in Rochester Times-Union 


‘THE KID GREW UP’ 


moderately higher than the 38 per cent 
maximum for corporations. That system 
is not in sight at present. Corporations, in 
fact, are scheduled for some relief 
through easing of tax rules. 

Depreciation, under tax laws, may be 
liberalized. Idea now being explored in 
Congress is to permit businesses to write 
off outlays for plant and equipment more 
rapidly. However, this might be too costly 
in revenue in early years after the change. 

Averaging of business earnings over 
good years and bad is likely to be set up 
on a different basis in 1950. Congress 
apparently is ready to vote a five-year 
carry-forward of losses, along with a one 
or two-year carry-back, Present law per- 
mits a two-year carry-back and a two- 
year carry-forward, 

Other tax relief, affecting both 
businesses and individuals, is scheduled 
for 1950 in the form of a broad over- 
hauling of technical and administrative 


—Bimrose in Portland Oregonian 


“WHERE’S THE ATTENDANT?’ 


provisions of the tax laws. Changes prob- 
ably will follow, in general, a bill that got 
House approval in 1948 but died on the 
Senate calendar. 

Stock options—that is, agreements by 
corporations to let employes buy stock at 
a stated price—may be given more liberal 
tax treatment, 

Section 102, which imposes penalty 
taxes for excessive withholdings of cor- 
porate earnings, is to be reconsidered. 
Burden of proof, now on the taxpayer, 
may be shifted to the tax collector. 

Family partnerships, which have 
been running into trouble under tax laws, 
are to get attention. Many tax authorities 
favor making it easier, under revenue 
rules, for a man to take in his wife or 


other relative as a business partner. 


Compromise of tax disputes between 
the Treasury and taxpayer—to be facili- 
tated by changes in powers of the Inter- 
nal Revenue Bureau—in cases where long 
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~—Russell in Los Angeles Times 


SHORTAGE, U.S.A.’ 


‘DOLLAR 


and costly litigation can be avoided, is 
being considered in advance planning. 

Annuities may be given more liberal 
tax treatment. Idea is to make a portion 
of the yearly proceeds of the annuity tax 
free as long as the annuitant lives. 

These are samples of the kinds of ad- 
ministrative changes that are in the wind. 
The bill, when it comes, is likely to con- 
tain dozens of such revisions. There were 
80 separate changes in the revision bill 
passed by the House in 1948. 

Long-term outlook is for a gradu- 
ally declining federal tax burden. This is 
true even though Social Security taxes 
are to be in a rising trend. Tax relief in 
other fields is to be limited by the cost of 
big Government. Taxes, by prewar stand- 
ards, are to remain high, But some relief, 
on a basis that will be important to many 
taxpayers, is to be expected in 1950. 





> Dividends keep rising at a time when 
corporate profits are declining. Commerce 
Department figures show publicly re- 
ported cash dividend payments rose 
$134,700,000, or 10 per cent, in second 
quarter, 1949, over second quarter, 1948. 
In the same period, according to official 
estimates, corporate profits after taxes 
dropped from an annual rate of $21,300,- 
000,000 to $15,100,000,000. What this 
means is that corporations need less 
money now for expansion and other busi- 
ness purposes, making a higher propor- 
tion of profits available for dividends. 


> Europe’s dollars are being drained 
off by buying from U.S., are not being 
replaced by sales to U.S. In June, this 
country exported $406,700,000 worth of 
goods to Marshall Plan countries. That 
represented an increase of $35,500,000 
over the monthly average of 1948. Im- 
ports from the same countries declined 
from a $91,400,000 monthly average in 
1948, to $65,500,000 in June, 1949. 





> Farm taxes, levied by State and 
local governments on farm real estate, are 
approaching the all-time high of 1929. 
Average tax per acre in 1948, as dis- 
closed by an Agricultural Department 
survey, was 57 cents, compared with 53 
cents in 1947, 38 cents in 1940 and 59 
cents in 1929. This is in line with a 
sharply rising trend in State and local 
taxes of all kinds since the war. 





> Big salaries paid by U.S. corpo- 
rations will not be published by the 
Treasury for future years. Congress has 
voted to repeal the provision of law that 
required publication of a list of persons 
to whom corporations paid $75,000 or 
more in salaries, bonuses and other com- 
pensation, Bureau of Internal Revenue 
asked to be relieved of this requirement 
because it involved too much work to 
compile the list. In 1946, 964 persons 
were on the big-salary list. 
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What you as a businessman CAN and CANNOT do 
as a result of federal court and administrative decisions: 


YOU CAN now get a revised list of 

commodities that are still under ex- 
port controls. The Office of Interna- 
tional Trade of the Commerce Depart- 
ment issues a simplified “positive list.” 
This contains a single table showing 
items requiring export licenses and des- 
tinations where licenses are needed for 
shipment. 


YOU CANNOT safely tell your em- 

ployes that you would stop trying to 
obtain materials for processing that are 
in short supply if they joined a union. 
The National Labor Relations Board 
rules that such a statement by one 
employer interfered with the rights of 
workers, under the Taft-Hartley Act, to 
organize. 


* * * 


YOU CAN obtain from your tax col- 


lector a new form for use in filing 
estate tax returns. 


YOU CAN sometimes import items 
having a value up to $500 without 
presenting a customs invoice. The Cus- 
toms Bureau decides that items not ex- 
ceeding that value may be exempted 
from customs-invoice requirements pro- 
vided that the articles were not bought 
for sale or on commission for others. 


* * 


YOU CANNOT import sugar from 

Cuba for the remainder of this year 
without presenting a special certificate 
from the Sugar Branch of the Depart- 
ment of Agriculture. The Department 
announces that the 1949 sugar quota for 
Cuba has been filled to the extent that 
certificates must be obtained before fur- 
ther shipments can be taken from custo- 
dy and control of customs officials. 


* * * 


YOU CANNOT, as an employer, re- 

fuse to take back a veteran on the 
ground that he was a probationary work- 
er when he entered the service and, thus, 
was a temporary employe. The Depart- 
ment of Labor says that probationary 
employes are entitled to reinstatement 
in their old jobs under the 1948 Selec- 
tive Service Act and under earlier draft 
laws. Furthermore, the Department holds 
that such reinstated workers must be 


given credit for time spent in military 
service toward completion of their pro- 
batioriary periods. 


YOU CANNOT, in figuring the 

overtime pay of an employe, al- 
ways exclude from his regular rate of 
pay an extra amount received for work- 
ing undesirable hours or doing disagree- 
able work. This is made clear by the 
Wage-Hour Administrator in issuing his 
first interpretation of the law recently 
passed by Congress to wipe out so-called 
overtime-on-overtime payments. The in- 
terpretation says, for example, that prem- 
ium payments to employes for working 
split shifts must be used in figuring the 
rate of pay on which overtime is based. 


YOU CAN sometimes get recogni- 

tion of a family partnership, for 
income tax purposes, even though there 
is no written agreement or division of 
profits on the books. The U.S. Tax 
Court upholds a husband-wife partner- 
ship of this kind in a case where it was 
shown that the wife contributed impor- 
tant capital and services to the business. 


YOU CANNOT, in making the in- 

come fax return of a corporation, 
expect to treat as deductible interest the 
firm’s payments to holders of its “de- 
benture stock.” A federal district court 
disallows such a deduction in one case 
on the ground that the payment was a 
dividend. The court looks upon the stock 
as being in reality cumulative preferred 
stock, rather than bonds or obligations. 
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YOU CAN find out from military 
purchasing officers about new rules 
that will apply on certain supply con- 
tracts for the armed forces. A new sec- 
tion of the joint procurement regula- 
tions for the military services is issued 
by the Department of Defense. The sec- 
tion deals with clauses for fixed-price 
contracts. 
YOU CAN now sell bins and other 
grain-storage structures to the Gov- 
ernment under an agreement to make 
delivery within 60 days. The Commodity 
Credit Corp., in extending its invitation 


for bids on storage facilities for grains. 
announces that it will consider offers for 
delivery within 60 days, instead of 30 
days as heretofore. 


YOU CAN probably expect an ex- 
pansion of the Government’s experi- 
mental program of crop insurance. An 
extension of the present program is ap- 
proved by both houses of Congress. 


YOU CANNOT expect NLRB to ap- 

prove a contract that you sign with 
a union if the agreement calls for prefer- 
ential treatment of the union’s members 
in hiring and promoting workers. The 
Board rules that one contract of this kind 
goes beyond the union-security agree- 
ments permitted by the Taft-Hartley Act. 


YOU CAN get information from area 

rent offices about procedures that 
will be followed by area directors in tak- 
ing action on their own in regard to rent 
controls. Rules on procedures to be fol- 
lowed by area directors in these cases 
are revised by the Housing Expediter. 


YOU CAN export certain additional 

metals during the fourth quarter of 
this year without regard to quota re- 
strictions. Metals for which the Office 
of International Trade is dropping quota 
restrictions include refined copper and 
scrap copper, lead and lead solder and 
domestic zinc. 


YOU CANNOT any longer be re- 

quired to pay an alcohol tax on cer- 
tain flavoring extracts that you manu- 
facture. The President signs into law a 
bill that exempts certain volatile fruit- 
flavor concentrates from the $9-per-gal- 
lon tax on distilled spirits. 


YOU CAN find out about commer- 
cial standards that will apply later 
for the boys’-shirt industry. The Bureau 
of Standards announces that producers of 
a majority of boys’ shirts have accepted 
the standards, which will go into effect 
next February 15. Copies of the stand- 
ards may be obtained later from the 
Government Printing Office. 





Conclusions expressed in these paragraphs are based upon decisions and rulings of courts and Government bureaus. In making thei 
decisions, courts and bureaus consider many facts which, for reasons of space. cannot be set forth in detail. U.S. News & Worup Report. 
on written request, will refer interested readers to sources of this basic material. 
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>> All the British scratching around for a solution to the dollar shortage has 
raised clouds of dust but little pay dirt as yet. 

London is putting out all sorts of feelers but getting no official reaction 
from Washington. Raise the dollar price of gold? Economic union between the 
U.S. and Britain? Dollar fund to back the pound? U.S. Support for prices of 
Empire commodities? Stockpile purchases? New loan? Private investments by 


to ap- 
1 with 
refer- 
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iy Americans in British projects? Lowering of U.S. tariff walls? 
v Act. 


Talks in Washington next month will touch on a number of these subjects. 
There will be a general airing of views. But, when all is said, the U.S. appar- 
that ently will do little that's new. Congress is in no mood for a new British loan, 
n tak- for tinkering with the gold price or for stabilizing either the pound or British 

— i commodities. Actually, not much can be done for Britain without congressional 
cases approval. Planners in London are beginning to realize this. 
liter. 
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>> Britain won't be left in the lurch, though. 
Dollar aid will be just about what she might have expected six months ago. 


Yc SME satiric 


tional 








rer of q Marshall Plan will provide Britain with about $900,000,000 to last through 
hice | next June. Exact amount depends on how much her neighbors need or can get. 
yuota & U.S. stockpile purchases of Empire commodities will be large. 

and Private American investment in British countries could pick up if guarantees 





- and 
and concessions are made attractive enough. But no huge flow is likely. 


Business pickup in U.S., if it lasts, would improve market for British prod- 
ai ucts. American buyers might become less price-conscious, too. 

cer- ff But all these possibilities don't add up to enough to fill the dollar gap 
ang the sterling area must now bridge. Even after taking into account Britain's 

ruit- own cut in dollar imports and the parallel cuts in a number of British coun- 
-gal- tries, there's still a big dollar deficit. 








>> There's another possibility to be explored in Washington next month..... 








mer- International Monetary Fund might be persuaded to do something. 

_ The fund, since the start of the Marshall Plan, has stopped making eurrency 
rs of loans to the beneficiaries of this U.S. aid. Perhaps this rule can be relaxed. 
“sn Fund's charter says members may use the Fund only to meet deficits in 

and- their international transactions that are expected to be temporary. 

the Moot question is whether Britain's problem is temporary or whether it's 





really a long-term problem caused by the excess of U.S. exports. 
If Fund officials can persuade themselves that Britain is taking "cor- 


hei * . * 
oa. rective measures" to overcome her dollar difficulties, Britain would be able to 
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BUSINESS AROUND THE WORLD-- (Continued) 


borrow up to $330,000,000 from the Fund in the next 12 months and more later. 
But, if Britain devalues, enough new pounds would have to be handed over ito 

the fund to maintain the gold value of the Fund's holdings of sterling. A 20 per 

cent devaluation, for instance, would make Britain put up $271,000,000 more. 


>> Britain can't count on aid from the Fund or on special aid from the U.S. 
The Labor Government very soon has to face the facts. 
General house cleaning at home seems to be in order. If more outside help 
can't be wangled, the Labor Government must be ready for some hard decisions. 
Devaluation of the pound probably would be the first step. This is brought 
closer by the continuing slump in exports, continued shrinkage of gold and 
dollar resources as accounts with the U.S., Belgium and Switzerland are settled. 
But devaluation cuts two ways. While British goods would be cheaper and 
perhaps easier to sell in the dollar areas, more of them would have to be sold 
to bring the same return. What's more, a cheaper pound would make dollar im- 
ports more expensive in Britain. Some food and material .costs thus would increase. 
Devaluation, if it's to pay off, would logically be followed by measures 
to raise output of export goods and reduce over-all manufacturing costs. 

















>> It's those measures the Labor Government shrinks fromeeeee 

The average Briton would have to be jolted out of his dream world. 

Dollar crisis really hasn't hit the man in the street yet. 

He finds there are plenty of jobs, no need to strain himself at work. His 
pay is pretty good, although taxes take quite a slice. But there's not much 
to buy anyway. Working either longer hours or harder doesn't make much sense. 
When he gets sick, disabled or old, the Government will take care of him. 

But the average Briton will find things less to his liking if costs of 
production are to be reduced, export volume increased and export prices cut. 








>> Labor Party politicians don't like to think about what would be involved. 

Longer hours, prodding, more rationing, job controls, fewer benefits from 
the Government, lower taxes, maybe lower wages would be in the picture. 

British businessmen would have stricter production quotas, would be told 
where to sell. But they would get more machinery. Business taxes would be cut. 

Government would have to reduce expenses, to permit tax cuts. Public out- 
lays for fancy projects such as socialized medicine might have to be cut down. 
Capital expenditures of the Government would have to be concentrated more on 
plant modernization, less on roads, hospitals, public buildings and the like. 

Social advances would be sacrificed in a "do-or-die" export drive. 
"Do-gooders" in the Labor Party would feel that they had been betrayed. 

Labor Government would move in such directions only under extreme duress, 
wouldn't care to shake the big stick before the election. But odds are in- 
creasing that the election may be called this autumn before things get worse. 

Much depends on whether the British get any windfalls out of the Washington 
talks. If they do, house cleaning can be deferred. If they don't, an election 
can follow soon. In that case, whichever party wins, a general tightening up 
within Britain will be in the cards. 

The welfare state in Britain may have to take a back seat for the factory 
state in this emergency. More and more voices in Britain are saying this. Some 
people also think this is the best way to restore U.S. confidence in Britain. 
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INDICATORS OF BUSINESS ACTIVITY 


Production is rising as business buys 
more for inventory, but dollar sales 
of retail stores are lagging a bit. 

Steel operations were scheduled at 
83.5 per cent of capacity in the 
week ended August 20, a gain from 
§2.3 the previous week and the 
highest rate in a period of almost 
two months. 

Factory output climbed to 170.6 on 
the indicator below in the week 
ended August 13, from 169.7 in the 
previous week and a low of 166.4 
in the week ended July 9. 

Department-store sales, on the 
other hand, fell to 269 on the indi- 
cator below, down 16 per cent from 
a year ago. The decline from the 
previous year has not been so large 
in any other normal six-day week 
since the war, 

The margin below last year has been 
widening since April. This reflects 
the contrast between falling dollar 
sales this year and rising dollar sales 
a year ago. Comparisons follow: 





Indexes 
1948 1949 % Change 

April 307 294 —4% 
May 305 292 —4 
June 308 284 —8§8 
July 311 282 —9 
Aug. 309 Sir —10 
°2 weeks. 


Retail-stores sales in July were dis- 


appointing. Apparel and jewelry. 


sales were sharply below June. Auto 
sales were higher, but could not off- 
set declines in other groups. 
Business purchases of raw materials 
and finished goods, which have been 





Growing Importance of FHA Mortgage 






























































Guarantees in Home Building 
THOUSANDS PER MONTH én 
100 kK 
Total Dwelling 
90/}— units oe 
al — 
70} }— ane 
60+ ‘adkacunasiiaes’ aaiaaadiiaiaae — [Pakdanicmmnieks 
50] \ J units Started, Not Under 
Federal Housing * 
40; V~ haministration Inspection 
30 
20 
10 sieral Housing 
0 





1948 1949 


Source: BLS & FHA 


19461947 


© 1949, By U.S News Pub. Coro 





cut below the rate of consumer pur- 
chases, are being increased again as 
stocks of some goods run too low. 

New orders received by manufac- 
turers rose 3 per cent in June to a 
level 7 per cent above April, but 
still 20 per cent below September. 

Durable-goods industries received 
new orders in June at a rate 5 per 
cent above May, but 28 per cent 
below September. 

Nondurable-goods industries __re- 
ceived June orders 9 per cent larger 
than orders in April, but still 16 
per cent below September. 


Unfilled orders declined only 2 per 


cent in June, the smallest decline 


since February, The decline indi- 
cates, however, that orders had not 
risen to the level of shipments. 

A major support to business activity 
is being provided by construction. 

Dwelling units started in July held 
near 100,000 for the third straight 
month. July starts of 96,000 were 
only 4,000 below June. 

Government aids to home building 
are helping. Dwelling units started 
under inspection of the Federal 
Housing Administration, shown in 
the top chart, had risen to 35,000 
in July, 36.5 per cent of all starts. 
A year ago the per cent was 31; 
two years ago, 27. Still other 
dwelling units are covered by loan 
guarantees of the Veterans’ Ad- 
ministration. 

Public-housing units started in the 
first 7 months of 1949 totaled 24,- 
500, against 7,300 a year ago—all 
built by State and local housing 
agencies. Starts under federal public 
housing may total 50,000 in the 
next 12 months. 

Commodity prices reflect the con- 
flicting forces at work, Hog prices 
dropped $2 per 100 pounds from 
August 12 to 17. Industrial raw 
materials were higher. Price re- 
ductions in finished goods, however, 
still appeared. 

Improvement in business activity is 
resulting from a return to a more 
normal rate of business purchasing. 
Key to the amount of business re- 
covery, however, lies in the future 
rate of consumer spending, 
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Flow of Tips for Hoey Committee... Russian Nights 
Too Short for B-36?...U.S. More Friendly to Tito 


Maj. Gen. Harry Vaughan, military 
aide to President Truman, is a bit 
miffed because he is being singled out 
for investigation as a user of “influ- 
ence”? when there are others around 
the top in Government who are sup- 
posed to exercise more “influence” 
than he does. 


x *k * 


President Truman, at least in public, 
is not concerned over the readiness of 
some of the top officials in Govern- 
ment to accept the equivalent of $500, 
without hesitation or question, when 
offered to them as a gift. Some ques- 
tion is beginning to be raised about 
the size of gifts that Mow to men in 
key positions, whose day-to-day deci- 
sions can have great value to persons 
outside Government. 


Kk 


Senator Clyde Hoey, of North Caro- 
lina, is perturbed and somewhat at a 
loss to know what to do about the 
flood of stories now flowing to his 
committee from businessmen purport- 
ing to tell how influence has been 
dispensed by some Officials in Gov- 
ernment. Senator Hoey is a Demo- 
crat who does not like to have his 
present investigation get out of hand. 


xk * 


Senator Scott Lucas, Majority Leader 
of the Senate, isn’t even willing at 
this time to promise Senators that 
they'll be able to get to their home 
States in time for Thanksgiving din- 
ner. Senator Lucas, acting on White 
House orders, has the job of trying to 
keep the Senate’s nose to the grind- 
stone in the hope that Senators will 
give Mr. Truman more of what he 
wants. 


xk 


Dean Acheson, Secretary of State, 
was not one of the top officials who 
wanted to keep the American people 
alarmed artificially about war with 
Russia in order to bring pressure on 
Congress to vote all the aid Europe 
wants. Senator John Foster Dulles 
has revealed that some U.S. officials 
objected even to talking with the 
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Russians on any basis in order to 
keep up an artificial state of alarm. 


x © 5% 


Louis Johnson, Secretary of Defense, 
is finding that President Truman, on 
defense angles of world policy, is as 
inclined to back the viewpoint of the 
Secretary of State as he is that of the 
Secretary of Defense. Mr. Acheson and 
Mr. Johnson are tending to work bet- 
ter together as a result. 


x *k * 


Marshal Tito will get more of strategic 
materials and machinery from the 
U.S., now that Joseph Stalin classes 
the Yugoslav leader as _ Russia’s 
Enemy No. 1 and is putting on pres- 
sure for his downfall. U.S. allotment 
of a steel mill to Tito was evidence of 
the new feeling. 


x 


Fighter planes of the U.S. Navy are 
being used in Greece to battle guer- 
rillas because the U.S. Air Force al- 
lowed its tactical air arm to wither to 
such an extent that it could not spare 
even a few planes for the Greeks. 


xk * 


Gen. Hoyt Vandenberg, Chief of Staff 
of the Air Force, now is letting it be 
known that the B-36 bomber is pri- 
marily a night bomber, able to escape 
night fighters at 40,000 feet and above. 
In parts of Russia over which the 
bomber is designed to operate the 
nights are very short during six months 
of the year. 


x * & 


Gen. Omar Bradley, as new Chairman 
of the Joint Chiefs of Staff, hopes to 
have more freedom to plug for an air- 
borne Army than he has had as a 
voting member of the Joint Chiefs. He 
will have more influence in final de- 
cisions of the Defense Secretary in 
allotting funds for use in developing 
air support for ground troops. 


x *k * 


Admiral Louis Denfeld, just reap- 
pointed as Chief of Naval Operations, 
is criticized within the Navy for what 


is described as a tendency to knuckle 
down under pressure brought to bear 
by the Air Force and Army in secking 
to take away Navy funds and funce- 
tions. 


x *% * 


Charles Brannan, Secretary of Agri- 
culture, is being told by some key Goy- 
ernment economists that farm price 
supports are a major reason why thé 
setback in business has not developed 
into a regular depression. Support fo 
farm prices prevented a collapse tha 
might have sent the whole economy 
tumbling. 


xk * ®& 


Mr. Truman is told by the most care- 
ful and conservative of his economic 
advisers that the business outlook for 
1950 is favorable, except for a rather 
brief summer slump. This is regarded 
by Democrats as good news for an 
election year. 


*. me 


Idea of an economic merger between 
U.S. and Britain, talked about by 
some fringe planners, is not getting 
serious attention, in either country, al- 
though some such merger might be 
forced by events in the longer-range 
future. 


x * * 


John Snyder, Treasury Secretary, is 
prepared to let Britain’s Sir Stafford 
Cripps do the talking and offer a plan 
when the British come to U.S. in 
September seeking more help. U.S. 
officials are up against the hard fact 
that there is little more U.S. can do 
for the British without approval of 
Congress, and Congress is not now in 
a mood to vote large new grants of aid. 


xk * 


John J. McCloy, incoming U.S. High 
Commissioner for Germany, is ex- 
tremely cold to the British idea of so- 
cializing big German industries and is 
determined to give private ownership 
a trial. Mr. McCloy favors an effort to 
force competition between German 
industries and companies, although 
the pressure is strong for cartels. 
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“WEEK-END AT THE LAKE,” by Douglass Crockwell, Number 33 in the series “‘Home Life in Americ a 


Breer belongs...enjoy it 


In this home-loving land of ours . . . in this America of kindli- 
ness, of friendship, of good-humored tolerance . . . perhaps no 
beverages are more “at home” on more occasions than good 
American beer and ale. 

For beer and ale are the kinds of beverages Americans like. 
They belong—to pleasant living, to good fellowship, to sensible 
moderation. And our right to enjoy them, this too belongs—to 


our own American heritage of personal freedom. 


AMERICA’S BEVERAGE OF MODERATION) = 
a 
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Before choosing 


Look at Levelcoat.. . 
for brightness 


See how a booklet sparkles with sales 
appeal . . . how each line of type 
stands out sharp and clear . . . on 
Levelcoat* paper. Compare this kind of 
reproduction with that of any other 
paper. You'll then see the difference 
... the exciting difference that Level- 
coat brightness can make. 


AYS TO 3 
WP ey, tucleoat: 
LEVEL COAT PRINTING PAPERS 


any printing paper... 


lilustrated here 1s a typical use of Leveicoat, not an actual booklet. 


Look at Levelcoat.. . 
for smoothness 


See how true is the reproduction of 
fine detail . . . how certain the kiss- 
impression printing . . . on Levelcoat 
paper. For only the most delicate “face 
powder” clays are used in the coating 
process. And this gives Levelcoat paper 
its satiny-smoothness . . . gives you 
distinctively uniform reproduction. 


Look at Levelcoat.. . 
for printability 


See how smoothly this fine paper runs 
through a press . . . how dependably 
it performs, ream after ream. For 
among other qualities, Levelcoat paper 
excels in Pick-Resistance to help pre- 
vent time-consuming stoppages. That’s 
why Levelcoat is preferred by printers 
for efficiency and economy. 


Levelcoat printing papers are 
made in these grades: Trufect*, 


Multifect*, and Rotofect*. 
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